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By Mr. WILLIAMS of Illinois: A bill (H. R. 9094) granting
a pension to Nancy A. Thornton; to the Committee on Invalid
Pensions.

By Mr. GREENWOOD: Resolution (H. Res. 120) to pay
Blizabeth Angleton, daughter of James H. Shouse, six months’
salary and $250 to defray the funeral expenses of the said
James H. Shouse; to the Committee on Accounts,

PETITIONS, BETC.

Under clause 1 of Rule XXII, petitions and papers were laid
on the Clerk's desk and referred as follows:

605. By Mr. ARENTZ: Petition of the Nevada Bar Assocla-
tion favoring passage by Congress of a bill to fix the salaries of
certain judges of the United States; to the Committee on the
Judiciary.

606. By Mr. BROWNE: Petition of members of Marathon
County Board, asking for light beer and wine; to the Committee
on the Judiciary.

607. By Mr. GALLIVAN: Petition of Whittemore Bros. Co.,
Cambridge, Mass., recommending favorable consideration of
House bill 4798, providing for a reorganization of the Govern-
ment service; to the Committee on the Civil SBervice.

608. Also, petition of Itust Oraft, Publishers (Inec.), Boston,
Mass., recommending favorable considerdtion of House bill 3991,
prohibiting the sending of unsolicited merchandise through the
mails; to the Committee on the Post Office and Post Roads.

609. By Mr. HICKEY : Petition signed by Mrs. Dora Austin,
740 North Diamond Avenue, South Bend, Ind., and several
hundred other citizens of South Bend, Ind., protesting against
any proposed legislation that will in any “way modify the
Volstead Act and liquor laws of the United States; to the
Committee on the Judiciary.

010. By Mr. LEAVITT: Resolutlons of woman's clubs at
Roundup, Hobson, Florence, Hysham, Troy, Whitefish, Glacier
Park, Pony, and Helena, Mont.,, and the Twentieth Century
Club of Joliet, Mont,, favoring continuance of the provisions
of the Sheppard-Towner maternity act; to the Committee on
Interstate and Forelgn Commerce.

611. By Mr. LINTHIOUM : Memorial of the National Asso-
ciation of Merchant Tallors, assembled Janunary 28, 1926, at
Hotel Statler, in St. Louis, approving House bill 3936 pro-
posing to repeal the law which puts the National Government
in competition with the tailoring trade and alleging that such
competition is unfair, most costly, and paternalistic; to the
Committee on Naval Affairs.

612. By Mr. MORROW : Petition of Mimbres Valley Farm-
ers’ Association, Deming, N. Mex,, indorsing the enactment of
Senate bill 575, the Gooding-Hoch bill; to the Committee on
Interstate and Foreign Commerce. ‘

613. Also, petition of Chavez County Game Protective Asso-
cintion, Roswell, N. Mex.,, indorsing Senate bill 2015, fish
hatchery for New Mexico; to the Committee on the Merchant
Marine and Fisheries.

614. By Mr. O'CONNELL of New York: Petition of the
Chamber of Commerce of the State of New York, favoring the
passage of House bill 6771, for the acguisition or erection of
American Government buildings and embassy, legation, and
consular buildings, and for other purposes; to the Committee
on Foreign Affairs.

615. Also, petition of the American Citizens of Polish Descent
of New York Clty, favoring the passage of House bill T089; to
the Committee on Immigration and Naturalization.

616. Also, petition of the Chamber of Commerce of the State
of New York, favoring the passage of Senate bill 94, a bill to
protect navigation from obstruetion and injury by preventing
the discharge of oil into the coastal navigable waters of the
United States, and urges upon Congress its enactment into
law, that our navigable waters, and water-front property, may
be preserved and protected from pollution; to the Committee
on Rivers and Harbors.

617. Also, petition of the Chamber of Commerce of the State
of New York, opposing the enactment into law of Senate bill
1383 providing for the transfer of certain duties of the Steam-
boat Inspection Service from the Department of Commerce to
the Department of Labor; to the Committee on Interstate and
Foreign Commerce.

618. Also, petition of the Chamber of Commerce of the State
of New York, favoring the passage of House bill 3853, to estab-
lish in the Bureau of Foreign and Domestic Commerce of the
Department of Commerce a foreign commerce service of the
United States to carry on work as outlined in the bill; to the
Committee on Interstate and Foreign Commerce.

619. By Mr. THOMPSON: Petition of farmers of the fifth

congressional distriet of Ohio, opposing proposed amendment
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No. 6741 to the immigration act of 1924; to :he Committee on
Immigration and Naturalization.

620. By Mr. TINKHAM: Petition of members of faculty of
Boston University, the College of Business Administration,
Boston, favoring an amendment to section 15 of the present
copyright law; to the Committee on Patents.

SENATE
Tuxespay, February 9, 1926
(Legislative day of Monday, February 1, 1926)

The Senate reassembled at 11 o'clock a. m., on the expiration
of the recess.

The VICE PRESIDENT. The Benate resumes the considera-
tion of the tax reduction bill.

TAX REDUCTION

The Senate, as in Committee of the Whole, resumed the con-
sideration of the bill (H. R. 1) to reduce and equalize taxa-
tion, to provide revenue, and for other purposes.

Mr. SMOOT. Mr. President, I ask that the estate tax may
be taken up, on page 170 of the bill. I desire to have the
amendment stated so that it will be before the Senate.

Mr., KING. Will not my colleague take up the automobile
tax?

Mr. SMOOT. I think we had better take up the estate tax
and get through with it now.

Mr. MOSES. Mr. President, may I ask the Senator a ques-
tion?

The YICE PRESIDENT. Does the Senator from Utah yield
to the Senator from New Hampshire?

Mr, SMOOT. Certainly.

Mr. MOSES. The Senator suggested last evening that it
might be possible to get an arrangement with reference to the
tax on alcohol. Has that arrangement been reached?

Mr. SMOOT. Not as yet. I hope to reach it to-day.

The VICE PRESIDENT. The clerk will state the estate tax
amendment reported by the commitiee.

The CHier CrLErx. Under the heading “ Title 11I.—Estate
tax,” on page 170, after line 14, strike out:

Bec. 300. When used in this title—

The term * executor” means the executor or administrator of the
decedent, or, if there Is no executor or administrator appointed, quall-
fied, and acting within the United States, then any person in actual
or constructive possession of any property of the decedent;

The term “ net estate” means the net estate as determined under
the provisions of section 303;

The term * month " means ealendar month: and

The term * collector " means the collector of internal revenue of the
district in which was the domicile of the decedent at the time of his
death, or, if there was no such domicile in the United States, then the
colleetor of the district im which is sitnated the part of the gross
estate of the decedent In the United Blates, or, if such part of the
gross estate is situated in more than one district, then the eonllector of
internal revenue of such district as may be designated by the commis-
sloner.

Sec. 301. (a) In lieu of the tax imposed by Title 111 of the revenue
act of 1924 a tax equal to the sumr of the following percentages of the
value of the net estate (determined as provided in sectlon 303) is
hereby imposed upon the transfer of the net estate of every decedent
dying after the enactment of this act, whether a resident or nonresl-
dent of the United Btates;

One per cent of the amount of the net estate not in excess of
£50,000;

Two per cent of the amount by which the net estate exceeds $50.000
and does not exceed $100,000;

Three per cent of the amount by which the net estate exceeds
$100,000 and does not exceed $200,000;

Four per cent of the amount by which the net estate excoeds
$200,000 and does not exceed $400,000;

Five per cent of the amount by which the net estate exceeds
$400,000 and does not exceed $600,000;

8ix per cent of the amount by which the net estate exceeds $600,000
and does not exceed $800,000;

Beven per cent of the amount by which the net estate exceeds
$800,000 and does not exceed $1,000,000; r-

Elght per cent of the amount by which the net estate exceeds
$1,000,000 and does not exceed $1,500,000 ;

Nine per cent of the amrount by which the net estate exceeds
£1,500,000 and does not exceed $2,000,000;

Ten per cént of the amount by which the net estate excceds $2,000,-
000 and does not exceed $2,500,000;
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Eleven per cent of the amount by which the met estate exceeds
$2.500,000 and does not exceed $3,000,000;

Twelve per cent of the amount by which the net estate
$3,000,000 and does not exceed $8,500,000;

Thirteen per cent of the amount by which the met estate
$3,500,000 and does not exceed $4,000,000;

Fourteen per cent of the amount by which the net estate
$4,000,000 and does not exceed £5,000,000;

Fifteen per cent of the amount by which the net estate
$5,000,000 and does not exceed $6,000,000;

Sixteen per cent of the amount by which the net estate
$6,000,000 and does not exceed §7,000,000;

Seventeen per cent of the amount by which the net estate
£7,000,000 and does not exceed $8,000,000;

Eighteen per cent of the amount by which the net estate
$8,000,000 and does not exceed £0,000,000;

Nineteen per cent of the amount by which the net estate
£0,000,000 and does not exceed $10,000,000;

Twenty per cent of the amount by which the net estate
$10,000,000.

(b) The tax imposed by this section shall be credited with the
amount of any estate, inheritance, legacy, or successlon taxes actually
pald to any State or Territory or the Distriet of Columbia, in respect
of any property included in the gross estate, The credit allowed by
this subdivision shall not exceed 80 per cent of the tax imposed by
this section, and shall include only such taxes as were actually paid
and credit therefor claimed within four years after the filing of the
return required by section 804.

Bec. 802. The value of the gross estate of the decedent shall be
determined by including the value at the time of his death of all
property, real or personal, tangible or intangible, wherever sltuated—

(a) To the extent of the interest therein of the decedent at the
time of his death;

(h) To the extent of any interest therein of the surviving spouse,
existing at the time of the decedent's death as dower, curtesy, or by
virtue of a etatute creating an estate in lieu of dower or curtesy ;

(e) To the extent of any interest thereln of which the decedent
has at any time made a transfer, by trust or otherwise, in contem-
plation of or Intended to take effect In possession or enjoyment at or
after his death, except In case of a bona fide sale for a fair con-
sideration in money or money's worth. Where within two years prior
to his death and without such & consideration the decedent has made
a transfer or transfers, by trust or otherwlse, of any of his property,
or an interest therein, not admitted or shown to have been made in
contemplation of or intended to take effect in possession or enjoy-
ment at or after his death, and the valne or aggregate wvalue, at the
time of such death, of the property or interest so transferred to any
one person is in excess of £5,000, then, to the extent of such excess,
such transfer or transfers shall be deemed and held to have been
made in contemplation of death within the meaning of this title;

(d) To the extent of any interest thereln of which the decedent
has at any time made a transfer, by trust or otherwise, where the
enjoyment thereof was subject at the date of his death to any change
through the exercise of m power, elther by the decedent alone or in
conjunction with any person, to alter, amend, or revoke, or where the
decedent relingulshed any such power in contemplation of his death,
except in case of & bona flde sale for a fair conslderation in money
or money’s worth. The relinquishment of any such power, not ad-
mitted or shown to have been In contemplation of the decedent’s
death, made within two years prior to his death without such & con-
slderation and affecting the interest or interests (whether arising
from one or more transfers or the creation of one or more trusts) of
any one beneficlary of a value or aggregate value, at the time of such
death, In excess of §5,000, then, to the extent of such excess, such
relinquishment or relinquishments sball be deemed and held to have
been made in contemplation of death within the meaning of this title;

(e) To the extent of the interest therein held as joint tenants by
the decedent and any other person, or as tenants by the entirety by
the decedent and sp , or deposited, with any person carrying on
the banking business, in their joint names and payable to either or
the survivor, except such part thereof as may be shown to have origi-
nally belonged to such other person and never to have been received
or acquired by the latter from the decedent for less than a falr con-
gideration in money or money's worth: Provided, That where such
property or any part thereof, or part of the conslderation with which
such property was acquired, is shown to have been at any time acquired
by such other person from the decedent for less than a falr considera-
tlon in money or money's worth, there shall be excepted only such
part of the value of such property as §s proportionate to the con-
gideratlon furnished by such other person: Provided further, That
where any property has been acquired by gift, bequest, devise, or In-
heritance, as a tenancy by the entirety by the decedent and spouse,
then to the extent of one-half of the value thereof, or, where so
acquired by the decedent and any other persom as jJoint tepants and
their futerests are pot otherwise specified or fixed by law, then to
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the extent of the value of a fractional part to be determined by
dividing the value of the property by the number of joint tenants;

(f) To the extent of any property passing under a general power
of appointment exerecised by the decedent (1) by will, or (2) by deed
executed in contemplation of, or intended to take effect in possession
or enjoyment at or after, his death, except in case of a bona fide sale
for a falr consideration in money or money’'s worth; and

(g) To the extent of the amount receivable by the executor as
insurance under policles taken out by the decedent upon his own life;
and to the extent of the excess over $40,000 of the amount receivable
by all other beneficiaries as insurance under policies taken out by the
decedent upon his own life,

(h) Bubdlvisions (b), (c), (d), (e), (f), and (g) of this section
shall apply to the transfers, trusts, estates, interests, rights, powers,
and relinquishment of powers, as severally enumerated and described
therein, whether made, created, arlsing, existing, exercised, or re-
linguished before or after the enactment of this act, except that the
second sentence of subdivision (¢) and the second sentence of sub-
division (d) shall apply only to traunsfers and relinquishments made
after the enactment of this act.

See, 303, For the purpose of the tax the value of the net estate
ghall be determined—

(a) In the case of a resident, by deducting from the value of the
gross estate—

(1) Buch amounts for funeral expenses, administration expenses,
claims against the estate, unpald mortgages upon, or any indebtedness
in respect to, property (except, in the case of a resident decedent,
where such property 18 not situated in the United Btates), to the
extent that such claims, mortgages, or indebtedness were Incurred or
eontracted bona fide and for a falr consideration in money or money's
worth, losses incurred durlng the settlement of the estate arlsing
from fires, storms, shipwreck, or other casualty, or from theft, when
guch losses are not compensated for by Insurance or otherwise, and
guch amounts reasonably required and actually expended for the
support during the settlement of the estate of those dependent upon
the decedent, as are allowed by the laws of the jurisdiction, whether
within or without the United States, under which the estate is belng
administered, but not including any income taxes upon income received
after the death of the decedent, or any estate, guccession, legacy, or
inheritance taxes;

(2) An amount equal to the value of any property (A) forming a
part of the gross estate situated in the United States of any person
who died within five years prior to the death of the decedent, or (B)
transferred to the decedent by gift within five years prior to his death,
where such property can be identified as having been recelved by the
decedent from such donor by gift or from such prior decedent by gift,
bequest, devise, or Inheritance, or which can be identified as having
been acquired In exchange for property so recelved. This deduction
shall be allowed only where a gift tax imposed under the revenue act
of 1924, or an estate tax imposed under this or any prior act of Con-
gress was paid by or on bebalf of the donor or the estate of such prior
decedent as the case may be, and only In the amount of the value
placed by the commissioner on such property in determining the value
of the gift or the gross estate of such prior decedent, and only to the
extent that the value of such property is included In the decedent's
gross estate and not deducted under paragraph (1) or (3) of this
subdivision ;

(8) The amount of all bequests, legacles, devises, or transfers, ex-
cept bona fide sales for a falr consideratlon in money or money's
worth, in contemplation of or intended to take effect in possession
or enjoyment at or after the decedent’s death, to or for the use of the
United States, any State, Territory, any political subdivision thereof,
or the District of Columbia, for exclusively public purposes, or to or
for the use of any corporation organized and operated exclusively for
religious, charitable, scientific, literary, or educational purposes, in-
cluding the encouragement of art and the prevention of eruelty to chil-
dren or animals, no part of the met earnings of which inures to the
benefit of any private gtockholder or individual, or to a trustee or
trustees, or & fraternal soclety, order, or assoclation operating under
the lodge system, but omly if such contributions or gifts are to be
used by such trustee or trustees, or by such fraternal society, order,
or association, exclusively for religious, charitable, sclentifie, literary,
or educational purposes, or for the prevention of cruelty to children or
animals, If the tax imposed by sectlon 301, or any estate, succes-
glon, legacy, or inheritance taxes, are, elther by the terms of the will,
by the law of the jurisdiction under which the estate s administered,
or by the law of the jurisdiction imposing the particular tax, payabls
in whole or In part out of the begquests, legacies, or devises otherwise
deductible under this paragraph, then the amount deductible under
this paragraph shall be the amount of such bequests, legacies, or de-
vises reduced by the amount of such taxes; and

(4) An exemption of $50,000.

(b) In the case of a nonresident, by deducting from the value of
that part of his gross estate which at the time of his death is sitoated
in the United Btates—
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(1) That proportion of the deductions speecified in paragraph (1) of
gubdivision (a) of this section which the value of such part bears
to the value of his entire gross estate, wherever sltuated, but in no
case shall the amount so deducted exceed 10 per cent of the value
of that part of his gross estate which at the time of his death is sit-
uated in the United Btates.

(2) An amount equal to the value of any property (A) forming a
part of the gross estate situated In the United Btates of any person
who died within five years prior to the death of the decedent, or (B)
transferred to the decedent by gift within five years prior to his
death, where such property can be identified as having been received
by the decedent from such donor by gift or from such prlor decedent
by gift, bequest, devise, or inheritance, or which can be identified as
having been acquired in exchange for property so recelved. This de-
duction shall be allowed only where a gift tax imposed under the reve-
nue act of 1824, or an estate tax imposed under this or any prior act
of Congress was paid by or on behalf of the donor or the estate of
such prior decedent as the case may be, and only in the amount of
the value placed by the commissioner on such property in determining
the value of the gift or the gross estate of such prior decedent, and
only to the extent that the value of such property is Included In that
part of the decedent's gross estate which at the time of his death is
situated In the United States and not deducted under paragraph (1) or
(3) of this subdivision; and

(8) The amount of all bequests, legacles, devises, or transfers, except
bona fide sales for a fair consideration, In money er money's worth,
in contemplation of or intended to take effect in possession or enjoy-
ment at or after the decedent's death, to or for the use of the United
Btates, any State, Territory, any political subdivision thereof, or the
District of Columbia, for exclusively public purposes, or to or for the
use of any domestic corporation organized and operated exclusively
for religlous, charitable, scientifie, literary, or educational purposes,
ineluding the encouragement of art and the prevention of cruelty to
children or animals, no part of the net earnings of which inures to the
benefit of any private stockholder or individual, or to a trustee or
trustees, or a fraternal society, order, or association operating under
the lodge system, but only If such contributlons or gifts are to be
used within the United States by such trustee or trustees, or by such
fraternal soclety, order, or association, exclusively for religious, char-
itable, scientifie, literary, or educational purposes, or for the preven-
tlon of cruelty to children or animals. If the tax imposed by section
301, or any estate, succession, legacy, or Inheritance taxes, are, either
by the terms of the will, by the law of the jurisdiction under which the
estate is administered, or by the law of the jurisdiction imposing
the particular tax, payable in whole or in part out of the bequests,
legacies, or devises otherwise deductible under this paragraph, thep
the amount deductible under this paragraph shall be the amount of
such bequests, legacies, or devises reduced by the amount of such
tuxes,

(¢) No deduction shall be allowed in the case of a nonresident
unless the executor includes in the return required to be filed under
gootion 804 the value at the time of his death of that part of the
gross estate of the nonresident not situated in the United States,

(i) For the purpose of thils title, stock in a domestic corporation
owned and held by a nonresident decedent shall be deemed property
within the United States, and any property of which the decedent
has made a transfer, by trust or otherwise, within the meaning of
gubdivision (¢) or (d) of section 302, shall be deemed to be situated
In the United States, if so situated eitber at the time of the transfer,
or at the time of the decedent’s death.

(e) The amount receivable as insurance upon the life of a nonresi-
dent decedent, and any moneys deposited with any person carrying
on the bauking business, by or for a nonresident decedent who was not
engaged in business In the United States at the time of his death, shall
not, for the purpose of this title, be deemed property within the
United Btates.

(f) Mlisslonaries duly commissioned and serving under boards of
foreign misslons of the varlous religlous denominations in the United
States, dying while in the forelgn missionary service of such boards,
shall not, by reason merely of their intention to permanently remain in
guch foreign service, be deemed nonresldents of the United States, but
ghall be presumed to be residents of the State, the District of Columdbia,
or the Territories of Alaska or Hawail wherein they respectively re
glded at the tlme of their commission and their departure for such
foreign service,

8kc. 304. (a) The executor, within two months after the decedent's
death, or within a like period after qualifying as such, shall give
written notice thereof to the collector. The executor shall also, at
guch times and In such manner as may be required by regulations made
pursuant to law, file with the collector a return under oath in duplicate,
petting forth (1) the value of the gross estate of the decedent at
the time of his death, or, in case of a nonresident, of that part of
his gross estate situated in the United States; (2) the deductions
allowed under section 803; (3) the value of the net estate of the
decedent as defined in section 503 ; and (4) the tax pald or payable
therzon; or such part of such information &8s may at the time be
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ascertainable and such supplemental data as may be necessary to
establish the correct tax.

(b) Return shall be made In nll cases where the gross estate at
the death of the decedent exceeds $530,000, and in the ecase of the
estate of every nonresldent any part of whose gross estate is sltu-
ated in the Unlted States. If the executor is unable to make a com-
plete return as to any part of the gross estate of the decedent, he
shall Include in his return a description of such part and the name
of every person holding a legal or beneficial interest thereln, and
upon notice from the collector such person shall in llke manner make
a return as to such part of the gross estate.

Sgc. 805. (a) The tax Imposed by this title shall be due and pay-
able one year after the decedent's death, and shall be paid by the
executor to the collector.

(b) Where the commissioner finds that the payment on the due
date of any part of the amount determined by the executor as the
tax would impose undue hardship upon the estate, the commissioner
may extend the time for payment of any such part not to exceed five
years from the due date. In such case the amount In respect of
which the extension is granted shall be paid on or before the date
of the expiration of the period of the extension.

(e) If the time for the payment is thus extended there shall be
collected, as a part of such amount, interest thereon at the rate of
6 per cent per annum from the expiration of six months after the
due date of the tax to the expiration of the period of the extension.

(d) The time for which the commissioner may extend the time for
payment of the estate tax*imposed by Title IV of the revenue act
of 1921 is hereby increased from three years to five years.

Sec. 306. As soon as practicable after the return s filed the com-
migsioner ghall examine it and shall determine the correct amount
of the tax.

Sec. 807. As used In this title In respect of a tax Imposed by this
title the term “ deficiency " means—

(1) The amount by which the tax imposed by this ftitle exceeds
the amount shown as the tax by the executor upon his return; but
the amount so shown on the return shall first be Increaszed by the
amounts previously nssessed (or collected without assessment) as a
deficiency, and decreased by the amounts previously abated, refunded,
or otherwise repaid in respect of such tax; or

(2) If no amount is shown as the tax by the executor upon his
return, or if no return is made by the executor, then the amount by
which the tax exceeds the amounts previously assessed (or collected
without assessment) as a deficiency; but such amounts previously
assessed, or collected without assessment, shall first be decreased by
the amounts previously abated, refunded, or otherwise repald in re-
gpect of such tax.

See. 208, (a) If the commissioner determines that there is a de-
ficieney in respect of the tax imposed by this title, the executor,
except as provided In subdivislon (d) or (f), shall be notifled of such
deficlency by registered mail. Within 60 days after such notice is
mailed the executor may fille a petition with the Board of Tax Ap-
peals for a redetermination of the deficlency. Except as provided In
subdivision (d) or (f) of this sectlon or ln sectlen 279 or in section
912 of the revenue act of 1924 as amended, no assessment of a de-
ficlency in respect of the tax imposed by this title and no distraint
or proceeding in court for its collectlon shall be made, begun, or
prosecuted untll the taxpayer has been notified of such deficiency as
above provided, nor until the explration of such 60-day perlod, nor,
if a petition has been filed with the board, until the declsion of the
board has become final. The executor, notwithstanding the provi-
glons of sectlon 3224 of the Revised Statutes, may enjoln by a pro-
ceeding in the proper court the making of such assessment or the
begloning of such proceeding or distraint durlng the time such pro-
hibition Is in force,

(b) If the executor files a petition with the board, the entire amount
redetermined as the deficiency by the decision of the board which has
become final shall be assessed and shall be paid upon notice and de-
mand from the collector. No part of the amount determined as a
deflelency by the commissioner but disallowed as such by the decision
of the board which has become final shall be assessed or be collected
by distraint or by proceeding In court with or without assessment,

(c) If the executor does not file a petltion with the board within
the time prescribed in subdivision (a) of this section, the deficiency
of which the executor has been notified shall be assessed, and shall be
pald upon notice and demand from the collector.

(d) II the commissioner believes that the assessment or collection of
a deficiency will be jeopardized by delay, such deflciency sghall be
assessed immediately and notice and demand shall be made by the
collector for the payment thercof. In such case the jeopardy assess-
ment may be made (1) without glving the notice provided in subdi-
vislon (a) of this sectlon, or (2) before the expiration of the 60-day
period provided In subdivision (a) of this section even though such
notlice has been glven, or (3) at any time prior to the decision of the
board upon such deficiency even though the executor has filed a peti-
iion with the board, or (4) in the case of any part of the deficlency
allowed by the board, at any time before the expiration of 90 days
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after the decision of the board was rendered, but not after the executor
has filed a review bond under section 912 of the revenue act of 1024
ae amended. Upon the making of the jeopardy assessment the juris-
diction of the board and the right of the executor to appeal from the
board shall cease. If the executor does not file a claim in abatement
with bond as provided in section 312, the deficlency so assessed (or,
if the claim so filed covers only a part of the deficiency, then the
amount not covered by the c¢laim) shall be paid upon notice and
demand from the collector.

(e} The board shall have jurisdiction to redetermine the correct
amount of the deficlency even if the amount so redetermined is greater
than the amount of the deficiency of which the executor was notified,
whether or not claim therefor is asserted by the commissioner at or
hefore the hearing: but the board shall by rules prescribe under what
conditions and at what times the commissioner may assert before the
board that the deficlency is greater than the amount of which the
executor was notified.

(f) If after the enaciment of this act the commissioner has notified
the executor of a deficiency as provided in subdivision (a), he shall
have no right to determine any additional deficiency, except in the case
of fraud, and ecxcept as provided in subdivision (e). If the execotor
is notified that, on account of a mathematical error appearing upon
the face of the return, an amount of tax in excess of that shown upon
the retorn is due, and that an assessment of the tax has been or
will be made on the bnsis of what would have been the correct amount
of tax but for the mathematical error, speh notification shall not be
considered, for the purposes of this subdivision or of gubdivision (a)
of this gection, or of section 317, as a notification of a deficiency, and
the executor shail have mo right to flle a petition with the Board of
Tasx Appeals based on such notifieation, nor shall such assessment be
prohibited by the provisions of subdivision (a) of this section.

(g) For the purposes of this title the time at which a decision of
the board becomes final shall be determined aceording to the provisions
of section 916 of the revenue act of 1924, as amended.

{h) Interest upon the amount determined as a deficiency shall be
nssessed at the same time as the deficiency, shall be paid upon notice
and demand from the collector, and shall be collected as a part of the
tax, at the rate of 6 per cent per annum from the due date of the
tax to the date the deficiency I8 assessed.

(1) Where it is shown to the satisfaction of the commissioner that
the payment of a deficlency npon the date prescribed for the payment
thereof will result in undue hardship to the estate, the commissioner,
with the approval of the Secretary (except where the deficiency I5 due
to negligence, to intentional disregard of rules and regulations, or to
fraund with Intent to evade tax), may grant an extension for the pay-
ment of such deficiency or any part thereof for a period of not in ex-
cess of two years. If an extension is granted, the commissioner may
require the executor to furnish a bond in such amount, not exceeding
double the amount of the deficiency, and with such sureties, as the
commissioner deems necessary, conditioned upon the payment of the de-
ficleney in accordance with the terms of the extension. In such case
there shall be collected, as a part of the tax, interest on the part of
the deficiency the time for payment of which is so extended, at the
rate of 6 per cent per annum for the period of the extension, and no
other interest shall be collected on such part of the deficiency for such
period. 1f the part of the deficlency the time for payment of which is
g0 extended is not paid in accordance with the terms of the extension,
there shall be collected, as a part of the tax, interest on such unpaid
amount at the rate of 1 per cent a month for the period from the
time fixed by the terms of the extension for its payment until it is
paid, and no other interest shall be colleeted on such unpald amount
for such period.

(i) The 50 per cent addition to the tax provided by section 3176 of
the Revised Statufes, as amended, shall, when assessed after the en-
actment of this act in connection with an estate tax, be assessed, col-
lected, and paid In the same manner as if it were a defleiency, except
that the provisions of subdlvislon (h) of this section shall not be
applicable. )

Sgc. 309. (a) (1) Where the amount determined by the executor as
the tax imposed by this title, or any part of such amount, Is not paid
on the due date of the tax, there shall be collected as a part of the
tax interest npon such unpaid amount at the rate of 1 per cent a
month from the due date until it is paid.

(2) Where an extension of time for payment of the amount so deter-
mined as the tax by the executor has been granted, and the amount the
time for payment of which has been extended, and the interest thereon
determined under subdivision (¢) of gection B05, s not paid in full
prior to the expiration of the period of the extenslon, then, In lien of
the interest provided for in paragraph (1) of this subdivision, Interest
at the rate of 1 per cent a month shall be collected on such' unpaid
amount from the date of the expiration of the period of the extension
until it Is paid.

(b) Where a deficiency, or any interest assessed In connectlon there-
with under subdivision (h) of section 308, or any addition to the tax
‘provided for in section 3176 of the Revised Statutes, as amended, Iz not
paid in full within 30 days from the date of notice and demand from
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the collector, there shall be collected as part of the tax Interest upon
the unpald amount at the rate of 1 per cent a month from the date of
such notice and demand until it is paid.

(e) If a elaim in abatement Is filed, as provided in Bectian 312, the
provisions of subdivision (b) of this section shall not apply to the
amount covered by the claim in abatement.

Sec. 310. (a) Except as provided in sectlon 311, the amount of the
estate taxes jmposed by this title shall be assessed within four years
after the return was filed, and no proceeding in court for the collection
of such taxes shall be begun after the expiration of five years after
the return was filed.

(b) The running of the statnte of limitations on ‘the making of
asgessments and the beginning of distraint or a proceeding in court for
collection, in respect of any deficiency, shall be suspended for the
period during which, under the provisions of this title, the commis-
sioner is prohibited from making the assessment or beginning distraint
or a proceading In eourt.

SEC, 311. (a) In the case of a false or fraudulent return with intent
to evade tax or of a failure to fila a return the tax may be assessed,
or a proceeding in court for the collection of such tax may be begun
withont assessment, at any time.

(b) Where the assessment of the tax is made within the period pre-
scribed In seetion 310 or in this section, sueh tax may be collected by
distraint or by a proceeding in eourt, begun within (1) six years after
the assessment of the tax, or (2) at any time prior to the expiration
of any period for collection agreed upon in writing by the commissioner
and the executor.

(e) This section shall not affect any assessment made, or distraint or
proceeding In eourt begun, before the emactment of this act, nor shall
it authorize the assessment of a tax or the collection thereof by dis-
traint or by a proceeding in court (1) if at the time of the enactment
of this act such assessment, distraint, or proceeding was barred by the
period of limitation then in existence, or (2) contrary to the provisions
of subdivision (a) of section 308,

Sec. 312, (a) If a deficiency has been assessed under subdivision (d)
of section 308, the executor, within 30 days after notice and demand
from the ecollector for the payment thereof, may file with the collector
a claim for the abatement of such deficiency, or any part thereof, or of
any interest or additional amounts assessed in connection therewith, or
of any part of any such interest or additional amounts. If such claim
is accompanied by a bond, in such ampunt, not exceeding double the
amount of the clalm, and with such surcties as the collector deems
necessary, conditioned upon the payment of so much of the amount of
the claim as is not abated, together with interest thereon as provided
in subdivision (¢) of this section, then upon the filing of such claim
and bond, the collection of so much of the amount asszessed as is coy-
ered by such claim and bond shall be stayed pending the final disposi-
tion of the claim.

(b) When a claim is filed and accepted by the collector he shall
transmit the claim immediately to the commissioner, who shall by reg-
istered mail notify the executor of his decision on the claim. The exec-
utor may within 60 days after such notice is mailed file a petition with
the Board of Tax Appeals. In cases where collection has been stayed
by the filing of & bond, then if the claim is denied in whole or in part
by the commissioner (or, if a petition has been filed with the board, if
such claim Is denied in whole or in part by a decision of the board
which has become final), the amount, the claim for which is denied,
shall be collected as part of the tax upon notice and demand from the
collector; and the amount, the claim for which Is allowed, shall be
abated. In cases where collection has not been stayed by the filing of
& bond, then if the claim is allowed in whole o¥ in part by the commis-
sioner (or, if a petition has been filed with the board, if such claim is
allowed in whole or in part by a decision of the board which has become
final), the amount so allowed shall be credited or refunded as provided
in sectlen 281, or, if collectlon has nmot been made, shall he abated.

(c) In cases where collection has been stayed by the filing of a
bond, then if the elaim in abatement is denied in whole or in part,
there shall be collected, at the same time as the part of the claim
denied, and as a part of the tax, interest at the rate of 6 per cent
per annum upon the amount of the claim denied, from the date of
notice and demand from the collector under subdivision (d) of section
308 to the date of the notice and demand under subdivision (b) of this
section. If the amount included in the notice and demand from the
collector under subdivision (b) of this section is not paid in full within
30 days after such notice and demand, then there shall be eollected,
ag part of the tax, interest upon the unpaid amount at the rate of 1 per
cent 2 month from the date of such notice and demand until it is paid.

(d) Except as provided in this section, no claim in abatement shall
be filed in respect of any assessment made after the enactment of this
act in respect of any estate tax.

Sec. 318. (a) The collector shall grant to the person paying the tax
duplicate receipts, either of which shall be sufficient evidence of such
payment, and shall entitle the executor to be credited and allowed
the amount thereof by any court having Jjurisdiction to audit or
settle his accounts.
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(b) If the executor makes written application to the commissioner
for determination of the amount of the tax and discharge from persona)
Hability therefor, the commissioner (as soon as possible, and in any
event within one year after the making of such application, or, if
the application is made before the return is filed, then within one
year after the return is filed, but not after the expiration of the period
prescribed for the assessment of the tax in sectlonm 810) shall notify
the executor of the amount of the tax. The executor, npon payment
of the amount of which he is notified, shall be discharged from
personal libility for any deficlency in tax thereafter found to be due
and shall be entitled to a receipt or writlng showing such discharge.

{¢) The provisions of subdivision (b) shall not operate as a release
of any part of the gross estate from the lien for any deficiency that
may thereafter be determined to be due, unless the title to such part
of the gross estate has passed to a bona fide purchaser for value, in
which case such part shall not be subject to a Hen or to any claim
or demand for any such deflciency, but the lien shall attach to the
consideration received from such purchaser by the heirs, legatees,
devisees, or distributees.

Sec. 314 (a) If the tax herein imposed is not paid on or before the
dune date thereof the collector shall, upon instruction from the com-
missioner, proceed to collect the tax under the provisions of general
law, or commence appropriate proceedings in any court of the United
States having jurisdiction, in the name of the United States, to sub-
jeet the property of the decedent to be sold under the judgment or
decree of the court. From the proceeds of such sale the amount of
the tax, together with the costs and expenses of every description to
be allowed by the court, shall be first paid, and the balance shall be
deposited according to the order of the court, to be paid under its
direction to the person entitled thereto. This subdivision in so far
as it applies to the collection of a defteiency shall be subject to the
provisions of section 308,

{b) If the tax or any part thereof is paid by, or collected out of
that part of the estate passing to or in the possession of, any person
other than the executor in his capacity as such, such person shall be
entitled to reimbursement out of any part of the estate still undis-
tributed or by a just and eguitable contribution by the persons whose
interest in the estate of the decedent would have been reduced if the
tax had been paid before the distribution of the estate or whose inter-
est is subject to equal or prior liability for the payment of taxes, debts,
or other charges against the estate, it being the purpose and intent
of this title that so far as is practicable and unless otherwise
directed by the will of the decedent the tax shall be paid out of the
estate before its distribution. If any part of the gross estate consists
of proceeds of policles of insurance upon the life of the decedent
receivable by a beneficiary other than the executor, the executor shall
be entitled to recover from such beneficiary such portion of the total
tax paid as the proceeds, in excess of $40,000, of such policies bear to
the net estate. If there is more than one such beneficiary the executor
shall be entitled to recover from Such beneficiaries in the same ratio.

Src. 315 (a) Unless the tax is sooner paid in full, it shall be a
lien for 10 years upon the gross estate of the decedent, except that
such part of the gross estate as is used for the payment of charges
against the estate and expenses of its administration, allowed by any
ecourt having jurisdiction thereof, shall be divested of such lien. If the
commissioner is satisfied that the tax liability of an estate has been
fully diseharged or provided for, he may, under regulations prescribed
by him with the approval of the Secretary, issue his certificate, releas-
ing any or all property of such estate from the lien herein imposed.

(b) If (1) the decedent makes a transfer, by trust or otherwise, of
any property in contemplation of or intended to take effect in posses-
sion or enjoyment at or after his death (except in the case of a bona
fide sale for a falr consideration in money or money's worth) or (2) it
insurance passes under a contract executed by the decedent in favor ot
a specific beneficiary, and if in either case the tax in respect thereto is
not pald when due, then the transferee, trustee, or beneficiary shall be
personally liable for such tax, and such property, to the extent of the
decedent’s interest therein at the time of such transfer, or to the ex-
tent of such beneficiary’s interest under such contract of insurance, shall
be subject to a like lien equal to the amount of such tax. Any part of
such property sold by such transferee or trustee to a bona fide pur-
chaser for a fair consideration in money or money's worth shall be
divested of the lien, and a like lien shall then attach to all the property
of such transferee or trustee, except any part sold to a bona fide pur-
chaser for a fair consideration in money or money's worth.

Brc. 316. (a) If after the enactment of this act the commissioner
determines that any assessment should be made in respect of any estate
tax imposed by the revenue act of 1917, the revenue act of 1918, the
revenue act of 1921, or the revenue act of 1024, or by any such act as
amended, the commissioner shall notify the person liable for such tax
by registered mail of the amount proposed to be assessed, which noti-
fication shall, for the purposes of this act, be considered a notification
under subdivision (a) of section 308 of this act. In such cases the
amount which should be nssessed (whether as deficiency or additional
tax or as interest, penalty, or other addition to the tax) sball be com-
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puted as if this act had not been enacted, but the amount so computed
shall be assessed, collected, and paid in the same manner and subject
to the same provisions and limitatlons (including the provisions in
case of delinquency in payment after notice and demand and the pro-
vislons probibiting claims and suits for refund) as in the case of the
tax Imposed by this title, except that the perlod of limitation prescribed
in section 1109 of this act shall be applied in Hen of the period pre-
seribed In subdivision (a) of seetion 310.

(b) If before the enactment of this act any person has appealed to
the Board of Tax Appeals under subdivision (a) of sectlon 308 of the
revenue act of 1924 (if such appeal relates to a tax imposed by Title
IIT of such act or to so much of an estate tax imposed by prior act as
was not assessed before June 3, 1024), and the decision of the board
was not made before the enactment of this act, the board shall have
jurisdiction of the appeal. In all such cases the powers, dutles, rights,
and privileges of the commissioner and of the person who has brought
the appeal and the jurisdiction of the board and of the courts shall be
determined, and the computation of the tax shall be made, in the same
manner as provided in subdivision (a) of this gection, except that the
person liable for the tax shall not be subject to the provisions of sub-
division (a) of section 317.

(e) If before the enactment of this act the commissioner has mailed
to any person a notice under subdivision (a) of section 308 of the
revenue act of 1924 (whether in respect of a tax imposed by Title II1
of such act or in respect of so much of an estate tax imposed by prior
act as was not assessed before June 3, 1924), and if the 60-day period
referred to In such subdivision has not expired before the enactment of
this act, such person may file a petition with the board in the same
manner as if & notice of deficiency had been mailed after the enact-
ment of this act in respect of a deficiency in a tax imposed by this title.
In such cases the 60-day period referred to in subdivision (a) of section
308 of this act shall begin on the date of the enactment of this act, and
the powers, duties, rights, and privileges of the commissioner and of
the person who has filed the petition; and the jurisdiction of the board
and of the courts shall, whether or not the petition is filed, be de-
termined, and the computation of the tax shall be made, in the same
manner as provided in subdivision (a) of this section.

(d) If any estate tax imposed by the revenue act of 1917, the revenue
act of 1918, or the revenue act of 1921, or by any such act as amended,
was assessed before June 3, 1924, but was not paid In full before the
date of the emactment of this act, and if the comrissioner, after the
enactment of this act, finally determines the amount of the deficiency,
he shall notify the person liable for such tax by rezistered mail of the
amount proposed to be collected, which notification shall, for the pur-
poses of this act, be consldered a notification under subdivision (a) of
gection 305 of this act. In such case the amount to be collected
(whether as deficiency or additional tax or as interest, penalty, or other
additions to the tax) shall be computed as If this act had not been
enacted, but the amount so computed shall be assessed, collected, and
paid in the same mannoer and subject to the same provisions and limita-
tions (including the provisions in cases of delinquency in payment after
notice and demand, and the provisions relating to claims and suits for
refund) as in the case of the tax imposed by this title, except as other-
wise provided in subdivision (g) of this section, and except that the
period of limitation prescribed in section 1109 of this act shall be
applied in lien of the period prescribed in subdivision (a) of section
310.

(e} If any estate tax imposed by the revenue act of 1917, the revenue
act of 1918, or the revenue act of 1921, or by any snuch act as amended,
was assessed before June 3, 1924, but was not paid in full before that
date, and if the commissioner after June 2, 1924, bnt before the enact-
ment of this act, finally determined the amount of the deficiency, and
if the person lable for such tax appealed before the enactment of this
act to the Board of Tax Appeals and the decision of the board was not
made before the enactment of this act, the board shall have jurisdic-
tion of the appeal. In all such cases the powers, duties, rights, and
privileges of the commissioner and of the person who has brought the
appeal, and the jurisdiction of the board and of the courts, shall be
determined, and the computation of the tax shall be made, in the same
manner as provided in subdivision (d) of this secticn, except that the
person liable for the tax shall not be subject to the provisions of sub-
division (a) of section 317.

(£) If any estate tax imposed by the revenue act of 1917, the revenue
act of 1918, or the revenue act of 1921, or by any such act as amended,
was assessed before June 3, 1924, but was not paid in full before the
date of the enactment of this act, and if the commissioner after June 2,
1924, finally determined the amount of the deficlency, and notified
the person liable for such tax to that effect less than 60 days prior to
the enactment of this act, the person so notified may file a petition with
the board in the same manner as if a notice of deficlency had been
malled after the enactment of this act in respect of a deficlency in a
tax imposed by this title. In such cases the 60-day period referred to
in subdivision (a) of section 308 of this act shall begin on the date of
the enactment of this act, and, whether or not the petition is filed, the
powers, duties, rights, and privileges of the commissioner and of the




1926

person who is so notified, and the jurisdiction of the hoard and of the
courts, shall be determined, and the computation of the tax be made,
in the same manner as provided in subdivision (d) of this section.

(g) In eases within the scope of subdivision (d), (e), or (f), if the
commissioner belleves that the eollection of the deficiency will be jeop-
ardized by delay, he may, despite the provisions of subdivizsion (a) of
section 308 of this act, instruct the collector to proceed to enforce the
payment of the deficiency. Such action by the collector and the com-
missioner may be taken at any time prior to the decision of the board
upon such deficiency even though the person liable for the tax has filed
a petition with the board, or, in the case of any part of the deficiency
allowed by the board, at any time before the exolration of 90 days
after the decision of the board was rendered, but not affer the person
liable for the tax has filled a review bond under section 912 of the
revenue act of 1924 as amended, and thereupon the jurisdiction of the
board and the right of the taxpayer to appeal from the board shall
cease. Upon payment of the deficiency in such case the person liable
for the tax ghall not be subject to the provisions of subdivision (a) of
section 317.

Bec. 817. (a) If the commissioner has notified the executor of a
deflciency or has made an assessment under subdivision (d) of section
808, the right of the executor to file a petition with the Board of Tax
Appeals and to appeal from the decision of the board to the courts
shall constitute his sole right to contest the amount of the tax, and,
whether or not he files a petition with the board, no credit or refund in
respect of such tax shall be made, and no suit for the recovery of any
part of such tax shall be maintained in any court, except as provided
in subdivision (b) of this section or in subdivision (b) of section 312
or in subdivision (b), (e), or (g) of sectlon 316 of this act or in
gection 912 of the revenue act of 1924 as amended. This subdivision
ghall not apply in any case where the executor proves to the satisfac-
tion of the commissioner or the court, as the case may be, that the
notice nnder subdivision (a) of section 808 or subdivision (b) of sec-
tion 812 was not received by him before the expiration of 45 days
from the time such notice was mailed,

{b) 1f the Board of Tax Appeals finds that there is no deficiency
and further finds that the executor has made an overpayment of tax,
the board shall have jurisdiction to determine the amount of such over-
payment, and such amount shall, when the decision of the board has
become final, be credited or refunded to the executor as provided in
section 8220 of the Revised Statutes, as amended. Such refund or
credit shall be made either (1) if claim therefor was flled within the
period of limitation provided for In section 3228 of the Revised Stat-
utes, as amended, or (2) if the petition was filed with the board within
four years after the tax was paid.

Sec, 318. (a) Whoever knowingly makes any false statoment in any
notice or return required to be filed under this title ghall be liable to
a penalty of not exceeding $5,000 or imprisonment not exceeding one
year, or both.

(b) Whoever fails to comply with any duty imposed upon him by
gection 304, or, having In his possession or control any record, file, or
paper containing or supposed to contain any Information coneerning
the estate of the decedent, or, having in his possession or control any
property comprised in the gross estate of the decedent, fails to exhibit
the same upon regquest to the commissioner or any collector or law
officer of the United States or his duly authorized deputy or agent,
who desires to examine the same in the performance of his dutles under
this title, shall be liable to a penalty of not exceeding $500, to be
recovered, with costs of suit, in a civil action in the name of the United
States.

S8gc. 819. (a) The term * resident”™ as used in this title includes a
citizen of #he United States with respect to whose property any probate
or administration proceedings are had in the United States Court for
China. Where no part of the gross estate of such decedent is silnated
in the United Btates at the time of his death, the total amount of tax
due under this title shall be pald to or collected by the clerk of such
court, but where any part of the gross estate of such decedent Is situn-
ated In the United States at the time of his death the tax due under
this title shall be pald to or collected hy the collector of the district in
which is sitnated the part of the gross estate in the United States, or,
if such part is situated in more than one district, then the collector
of such district as may be designated by the commissioner,

{b) For the purpose of this section the clerk of the United States
Court for China shall be a collector for the territorial jurisdiction of
such court, and taxes shall be collected by and paid te him in the same
manner and subject to the same provisions of law, including penalties,
as the taxes collected by and paid to a collector in the United States.

And in lieu thereof to insert:

SEc, 800. (a) Bection 301 of the revenue act of 1924 is amended to
read as follows:

“8ec, 301. (a) In Meu of the tax imposed by Title IV of the
revenue aet of 1921, a tax egual to the sum of the following per-
centages of the value of the net estate (determined as provided in sec-
tion 303) is hereby imposed upon the transfer of the net estate of
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every decedent dying after the emactment of this act, whether a resi-
dent or nonresident of the United States:

“One per cent of the amount of the net estate pot in excess of
£50,000 ;

“Two per cent of the amount by which the net estate exceceds
$50,000 and does not exceed $150,000;

“Three per cent of the amount by which the net estate exceeds
$150,000 and does not exceed $250,000;

“Four per cent of the amount by which the net estate exceeds
$250,000 and does not exceed $450,000;

“8ix per cent of the amount by which the net estate exceeds
$450,000 and does not exceed $750,000;

“ Eight per cent of the amount by which the net estate exceeds
§750,000 and does not exeeed $1,000,000;

“Ten per cent of the amount by which the net estate exceeds
$1,000,000 and does not exceed $1,500,000;

“Twelve per cent of the amount by which the net estate exceeds
£1,500,000 and does not exceed $2,000,000;

* Fourteen per cent of the amount by which the net estate exceeds
£2,000,000 and does not exceed £3,000,000;

“ Sixteen per cent of the amount by which the net estate exceeds
$3,000,000 and does not exceed $4,000,000;

** Eighteen per cent of the amount by which the net estate exceeds
£4,000,000 and does not exceed £35,000,000;

“Twenty per cent of the amount by which the net estate exceeds

$5,000,000 and does not exceed $8,000,000 ;

“ Twenty-two per cent of the amount by which the
ceeds $8,000,000 and does not exceed £10,000,000; and

“ Twenty-five per cent of the amount by which the
ceeds $10,000,000."

(b) Subdivision (a) of this section shall take effect as of Jume 2,
1924

8ec. 301. (a) 8o much of paragraph (3) of subdivision (a) and of
paragraph (3) of subdivision (b) of section 303 of the revenue act
of 1924 as reads as follows: “If the tax lmposed by section 301, or
any estate, suecession, legaey, or Inheritance taxes, are, either by the
terms of the will, by the law of the jurisdiction under which the estate
is administered, or by the law of the jurisdiction imposing the par-
ticular tax, payable in whole or In part out of the bequests, legacies,
or devises otherwise deductible under this paragraph, then the amount
deductible under this paragraph shall be the amount of such bequests,
legacies, or devises reduced by the amonnt of such taxes” s repealed.

(b) Subdivision (a) of this section shall take effect as of June 2,
1924.

Sec. 302, (a) Section 319 of the revenue act of 1924 is amended
to read as follows:

* Sec. 819. For the calendar year 1924 and the calendar year 1925,
a tax equal to the sum of the following is hereby imposed upon the
transfer by a resident by gift during such ealendar year of any prop-
erty wherever situated, whether made directly or indirectly, and npon
the transfer by a nonresident by gift during such calendar year of any
property situated within the United States, whether made directly or
indirectly :

“One per cent of the amount of the taxable gifts not in execess of
£60,000;

“Two per cent of the amount by which the taxable gifts exceed
$£50,000 and do not exceed $£150,000;

“ Three per cent of the amount by which the tamble gifts exceed
$150,000 and do not exceed $250,000;

“Tour per cent of the amount by which the taxable gifts exceed
$250,000 and do not exceed $450,000;

“ Six per cent of the amount by which the taxable gifts exceed $450,-

net estate ex-

net estate ex-

| 000 and do not exceed $750,000;

“ Eight per cent of the amount by which the taxable gifts
$750,000 and do not exceed $1,000,000;

“Ten per cent of the amount by which the taxable gifts
$1,000,000 and do not exceed $1,500,000;

“ Twelve per cent of the amount by which the taxable gifts
$1,5600,000 and do not exceed $£2,000,000;

“ Fourteen per cent of the amount by which the taxable gifts exceed -
$2,000,000 and do not exceed $3,000,000;

“ Sixteen per cent of the amount by which the taxable gifts

exceed

exceed

exceed

exceed

| $£3,000,000 and do not exceed $4,000,000;

* Bighteen per cent of the amount by which the taxable gifts exceed
$4,000,000 and do not exceed $5,000,000;

* Twenty per cent of the amount by which the taxable gifts
$5,000,000 and do not exceed $8,000,000;

“ Twenty-two per cent of the amount by which the taxable gifts ex-
ceed $8,000,000 and do not exceed $10,000,000; and

“Twenty-five per cent of the amount by which the taxable gifts
exceed $10,000,000.”

(b) Subdivision (a) of this section shall take effect as of June 2,
1924.

exceed

BEc. 303. Any tax that has been paid under the provisions of Title
III of the revenue act of 1924 prior to the enactment of this act In
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excess of the tax Imposed by such title as amended by this act shall be

refunded without interest,

tax shall be computed without regard to the provisions of sectlon 300
of this act.

The VICE PRESIDENT. The question is on agreeing to the

committee amendment.

Mr. KING. M. President, I suggest the absence of a
quornm,

The VICE PRESIDENT. The clerk will call the roll

|
The Chief Clerk called the roll, and the following Senators

answered to their names:

Ashurst Edwards King I‘{nhlnson. Tud.
Bayard Ernst La Follette Sackett
Bingham Fernald Lenroot Sheppard
Bleasoe Fess McRellar Shipstead
Borah Fletcher MeKinley Shortridge
Bratton Frazler MeLean Simmons
Brookhart Gearge MceNary Smith
Broussard Gerry Metealf Smoot
Bruce Gillett Moses Stanfield
Butler Glass Neely Stephens
Cameron Goff Norbeck Swansoo
Capper HHale Norris Trammell
Cariaway Harreld Nye Tyson
Copeland Harris Oddie Wadsworth
Conzens Harrison Overman Walsh
Curtis Hefiin Pc;lnpa-r Warren
Dale Howell Phipps Watson
Dencen Johnson Pine Weller

Dill Jones, Wash. Reed, Mo. Williams
Edge Kendrick Reed, I'a. Willls

Mr. OVERMAN. I desire to announce that the senior Sena-
tor from Iowa [Mr. Comumixs] and the junior Senator from

Colorado [Mr. Meaxs] are engaged in the Committee on the

Judiciary.
Mr. JONES of Washington.

Louisiana [Mr. Raxsperr], and the Senator from Michigan
[Mr. Ferris] are engaged in commitiee work.

Mr. SHEPPARD, 1 desire to announce that my colleague,
the junior Senator from Texas [Mr. MAYFIELD] is detained on
account of illmess. I will let this announcement stand for
the day.

Mr, WALSH. I wish to announce that my colleague, the
junior Senator from Montana [Mr. WHEELER], is absent fo-day
because of illness. I ask that this announcement may stand
for the day.

The VICE PRESIDENT. Eighty Senators having answered |

to their names, a quornm is present.
THE COAL SBITUATION

Mr. COPELAND. Mr. President, I feel like apologizing to
the Senate for taking even five minutes of its time this morn-
ing. But I confess 1 hardly slept last night because I know

so well what the sufferings are in a great city when the people |

are deprived of food or fuel. I do not know how Senators are
impressed by the catastrophe in Pennsylvania, a poor woman

dying without food, starved because from the soup Kkitchen, |

as the coroner said this morning, she could only get food
enongh to take care of her baby. .

1 am not going to make any speech. I am going to appeal
to the Senate, In a moment I shall ask unanimous consent to
vote, without debate, upon the resolution (S. Res. 134) re-
questing the President to invite the miners and the operators
to the White House in order that he may impress npon them
how important it is to settle the strike. I hope this morning
that every Senator will be moved by the same impulse and
will be willing to take a step which has in it the hope of an
immediate adjustment of the situation.

So, Mr. President, I ask that Senate Resclution 134 lLe read

from the desk, and I also ask unanimous consent that without |

debate the Senate vote upon the adoption of the resolution.

Mr. REED of Pennsylvania.
have the resolution read?

The VICE PRESIDENT. The resolution will be read.

The Chief Clerk read the resolution (8., Res, *134) sub-
mitted by Mr. CoreELaxD on the 3d instant, as follows:

Resolved, That the President be requested to invite to the White
Iiuusz-.the commitiee of operators and miners in order that he may
urge upon them the national importance of an Immediate settlement
of the authracite coal strike.

Mr. BORAIL. Mpr. President, I desire to ask the Senator
from New York a question, and I ask it in all sincerity.
This resolution has the appearance to a great many people
of passing on to the Executive a task that will amount to
nothing. It gives him no power; if it shall have any effect
at all it will only have the effect of moral influence which
might be exerted by the President. In other words, it does
not confer any power upon the President to enforce anything
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or to conclude anything; it gives him no power other than
that which he now has. So the resolution is nothing more
really than advising the President to do what we think he
ought to do and what undoubtedly the President thinks he
ought not to do. To use the elegant phrase that was used
here the other day, it is “ passing the buck.” Would not the
| Senator from New York be willing to modify the resolution
s0 as to ask the operators and the miners to meet with a com-
mittee of the United States Senate to see if they could arrivs
| at a conclusion looking to a settlement?

Mr. COPELAND. Mr. President, last night, after the
Senate took a recess, I read all the coal bills which are pend-
ing in this Congress and which were introduced in the last
one. One of fthe best bills, from my standpeint, is the bill
which was introduced by the Senator from Idaho [Mr. Boram]
in the Sixty-eighth Congress. I am not sure whether he has
presented it in the Sixty-ninth or not. Has the Senator
done so?

Mr. BORAH. No; I have not. I will say, however, that
with the exception of one problem which is involved in the
bill the bill is redrafted for the purpose of reintroduction; but
there is a legal proposition involved in the question as to the
mining of coal &s an intrastate matter, which it would be very
difficult for $he Federal Government to control. That has
given me some difficulty, and that problem I am trying, in
connection with other persons, to work out; but the Dbill is
practically in such form that I expect to introduce it.

Mr. COPELAND. I am glad to hear what the Senator from
| Idaho has stated.

Mr. SHIPSTEAD, Mr. President, will the Senator from
| New York yield for 2 moment?

Mr., COPELAND. I will yield to the Senator from Min-
nesota in just a moment. I am glad to hear what the Senator
| from Idaho has had to say, because I can readily see that the
| problem which the Senator from Idaho has in his mind is the
{ same hurdle that the Commitiee on Education and Labor will
| have to get over in dealing with the Robinson bill.

Now, I yield to the Senator from Minnesota.

Mr. SHIPSTEAD. Mr. President, will the Senator from
| New York permit me a minute in which to make an observation
in view of the statement which has been made by the Senator
from Idaho?

Mr. COPELAND. I have not quite answered the question of
the Senator from Idaho. I am not evading it; I am going to
answer it; but first I am glad to hear from the Senator from
Minnesota,

Mr. SHIPSTEAD. Mr. President, the question has been
raised in reference to the authority of the Execntive. A num-
ber of years ago Congress started to delegate its power to the
| Executive. The constitutional prerogative of writing a tariff
' bill has been delegated to the Executive; the constitutional
prerogative of the House of Representatives to write appro-
priation bills and tax bills has been usurped by or delegated
to the Executive, so that now Congress is asked to sign upon
the dotted line when the Secretary of the Treasury writes a
tax bill.

The Coal Cemmission in its report on the coal industry has
' reported that the power to make railroad rates has had a great
deal to do with the production of coal, and in the debate last
week the information was brought out that the Interstate
Commerce Commission has reduced railroad rates to nenunion
mines in West Virginia and Kentucky and therefore has used
the power of the Government to discriminate against nnion
mines in Pennsylvania and Ohio.

As a result the mines of Ohio have been shut down all
winter. That part of its power to make railroad rates Con-
gress has delegated to a commission appointed by the Execu-
;tive. In view of the fact that so many commissions and bn-
reaus seem to be operating according to pressure brought to
bear upon them by the Executive, I can not see that the resolu-
tion of the Senator from New York is so entirely inappropriate,
It is almost presumptuons to ask Congress to do anything
now, in view of the propaganda brought to bear and the at-
tacks that have been made upon Congress from all parts of the
country, evidently carried on for the purpose of further divest-
ing Congress of its remaining function and power,

Mr. BORAH. Do I understand that the Senator from Min-
nesota is in favor of the program which he has been re-
counting ¥

Mr. SHIPSTEAD. Oh, no; but it is the only program we
have; it is the only program that is considered to be orthodox.
I am not advocating such a program, but it is the only program
that we seem to have. It is the only program the Congress
seems to have the energy to pursue.

Mr. BORAH. In other words, the Senator from Minnesota
is not orthodox?
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Mr. SHIPSTEAD. My orthodoxy Is so old that people ecall |
it heresy. If I were orthodox in a modern sense I should not |
be making this speech and calling the attention of the orthodox |
Senators who object to the resolution of the Senator from New
York to the fact that if they are to be consistent in Lheir'

orthodoxy they ought to adopt the resolution. Modern ortho- |
doxy makes a virtue of inconsistency.

Mr. COPELAND. Mr. President, in further reply to the
Senator from Idaho, let me say that I do know what may
be the feeling of some one else about this resolutiord; I only
know that, so far as I am concerned, I am not desiring to “ pass
the bnek.” I do not think I ever do that, if I may say so to
the Senafor from Idaho.

Mr. REED of Missouri. Mr, President, 1 should like to ask
the Senator a question. I should like to ask the Senator if he
is willing to support an amendment to the antitrust act which
will provide that a conspiracy to prevent others from laboring in
interstate commerce ghall come within the provisions of that act?

Mr. COPELAND. 1Is the Senator asking that question of
the Senator from Idaho?

AMr. REED of Missouri.
York. s

Mr. COPELAND. I should be glad to give consideration to
that gquestion, I will say to the Senator from Missouri.

Mr. REED of Missouri. Well, that is the only remedy there
is except the patent remedies that cure everything and never
have cured anything.

Mr. COPELAND. Mr. President, in the practice of medicine
it often happens that doctors do not know just what is the |
matter with a patient or what the exact remedy may be.

Mr. REED of Missouri. Then the patient dies.

Mr. COPELAND. Not always, but a doctor is never ex-
cused if he does not do what he can to give comfort to the
patient and perhaps to prolong his life.

Mr. REED of Missouri. May I ask the Senator if it is in
those circumstances where the doctor does not know what is
the matter with the patient that he gives him what used to
be called a *“shotgun dose,” composed of various kinds of
medicine, in the hope that some one of them may hit the mark?

Mr. COPELAND. I knew a doctor one time——

Mr. REED of Missouri. Do not doctors do that regularly in
their profession?

Mr. COPELAND. I knew a doctor one time who had a jug
in his office, but for other reasons than the Senator from Mis-
souri may think for the moment. Around a doctor's office are
numerous botfles without labels, and whenever the doctor I
lhave in mind had such a bottle he emptied the contents into
the jug. Then when he had a patient and did not know what
to do with him he gave him something out of the jug. I sup-
pose that is what the Senator from Missouri has in mind.

Mr. REED of Missouri. If the Senator will pardon me, is
not that exactly what he is doing with this resolution, putting
it into the White House jug along with all the other remedies?

Mr. COPELAND. I do not think so. The reply that I want
to make to the Senator from Idaho 1s the reply I am going to
make also to the Senator from Missouri. Here is a situation
where the strikers and operators are close together, as the
Senator from Indiana [Mr, Warsox] brought out last night.
All they need is a little impulse, a little stimulation, and as
a result, in my opinfon, there will be an end of the strike.

It is not in the sense of " passing the buck” or putting the
President in an embarrassing position that I am advocating
the resolution. If I were the President of the United States,
I would not act without the encouragement of the Senate, in
view of the relations which exist between the President and the
Senate. The Senate, I think, I may say, or a majority of it,
is eritical of the President on every opportunity occasion offers.
Out of this meeting which the resolution contemplates 1t might
happen that the price of coal may be increased or wages may be
increased or that the conference utterly fails. If the Presi-
dent, without the encouragement of the Senate, were to call
the strikers and operators to the White House and any one
of those things should happen, the Senate wounld be the very
first to criticize him.

I want to prevent such a contingency; I want to anticipate
it. Therefore it is my thought that the Senate should indi-
cate its desire that the President should invite these people
here, and then, whatever the results may be, the Senate must
be satisfied. It is not with any desire at all to play politics
or to pass responsibility to the President that I have made this
suggestion.

Mr. REED of Pennsylvania.
ator yield?

Mr. COPELAND. I yield.

Mr. REED of Pennsylvania. Would the Senator be willing

I am asking the SBenator from New

Mr. President, will the Sen-
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2, the words * at such time as he

words “ White House,"” in line
thinks best " ¢

Mr. COPELAND. At the time the President thinks best?

Alr. REED of Pennsylvania. That would mean at such time
as the President thinks best.

Mr. COPELAND. Of course, I would accept that, because
it is only right that we should be courteous to the President.
We do not want to be peremptory, and of necessity he would
have to invite them when he saw best, even if we should pass
the resolution. So I will be very glad to aceept such an amend-
ment.

Mr. REED of Pennsylvania. Mr. President, if I may take
about two minutes of the Senator’s time, I should like to ex-
plain how this resolution strikes us in Pennsylvania. Obvi-
ously the President has no power to do anything. This is a
mere appeal to him to make an appeal to somebody else; we
give him no power and he has no power. He ¢an not compel
anything., At the same time, this resolution has been generally
discussed, and the people who are in despair throughout the
mining regions have come to think of it as some sort of a
remedy for their difficulties which is being withheld from them.
It is just exactly as if a cancer patient came to the office of
the Senator from New York and said that he had been told by
many of his friends that bread pills were fine for cancer, and
the Senator from New York should say in all sincerity, ** You
must not delude yourself with that idea. It is a hollow sham:
You must not attach any importance to it or put any faith
in it.” That is what the Senator would say, because the Sen-
ator's practice of medicine is highly ethical.

It seems to us—perhaps we are wrong—that this resolution
is a bread pill for the disease that is eating out the vitals of
northeastern Pennsylvania. It seems fo us that it is pitiful
that those people should think that the passage of this resolu-
tion is going to ameliorate their condition. It will not, and we
can not say to them too often that they are placing false hopes
on it; but I can not see that it is going to do any harm. It is
not helpful to the President to tell him that there is a strike
going on. Heaven knows he has known that, and he has heen
worrying about it just as much as we have; and if he had
seen any likelihood of useful interposition, I am sure he would
have done it long before we ever began to talk about the
resolution.

Mr. BORAH., Mr. President——
Mr. REED of Pennsylvania. Just a moment, and then I will
yield.

Last night in New York there was a mass meeting of people
who wanted to get this strike settled—people who use coal and
people who are interested in the plight of the miners. They
were addressed by a representative of the operators, who said
that the operators would abide by anything that the President
said was fair; that if President Coelidge would interpose in
this matter they would submit the whole thing to him and do
whatever he said was fair, or that they would let him appoint
an arbitrator and they would do whatever that arbitrator said.
The spokesman of the miners, if I am correctly advised, got up
and replied to that, that the miners would not abide by what
the President might decree or what the President’s arbitrator
might decree. What kind of a prospect is that for President
Coolidge to face?

Mr. COPELAND. Mr. President, the Senator must not take
too seriously what a speaker says in a Cooper Union meeting,

Mr. REED of Pennsylvania. I do not; but, while I may be
wrongly informed, I bave heard similar expressions from the
same sources before. The President has not any reason to
belleve that his interposition will be successful, and to pass
this resolution is just to hold out false hopes to these people,
who, as the Senator has correctly sald, are in desperate straits.

1 do not believe that any of us nnderar.and how acute is the
suffering up there in the anthracite regions. They have not
done a tap of work since the 1st of September. I heard of one
shop in a mining town that employs 12 clerks, and its total
recelpts last Saturday was $§8. That is the way it has struck.
Every business—not only mining, but every business of that
community—is prostrate, and the suffering is simply terrific,

Do not let us hold this out to those people as a panacea,
Let us pass it if you wish. I am not going to object to it any
more, because it looks as though I were denying them that
bread pill,

Mr. BORAH. Mr. President, I want to say just a word. If

we pass this resolution, we are simply passing on to the Presi-
dent the request to do a wholly fruitless thing.

Mr. REED of Pennsylvania. Precisely.

Mr. BORAH. Mr. President, that does not seem to me quite
the courageous thing for the SBenate of the United States to do.
The President of the United Btates must meet then what our
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conrage Is not sufficient to undertake. In other words, we are
no longer willing to stand out and say that this amounts to
nothing, so we will pass it up to the President, and the Presl-
dent must say, “This which I have been requested to do
amounts to nothing, and I will do nothing about it.” That is
not the courageous thing to do. We demand that he take this
matter off our hands. That seems to me an unworthy thing to do.

Mr. COPELAND. What would the Senator do?

Mr. BORAH, If there is nothing to do about this thing,
except to eall these people down here and talk to them and
morally urge them to do this and that, let a committee of
the Senate meet these people, as we are asking the President
to meet them, and see whether or not we can effectuate any-
thing. What is the difference between our meeting them and
the President meeting them? One has just as much power as
the other; and, if it is a mere matter of moral influence, let
us exert our moral influence to see whether or not we can
bring about thht which we know the President can not bring
about. In fact, here to this body, as a branch of the law-
making body, they should come, for I venture the opinion
that we will have to legisiate before we get relief.

Mr. REED of Pennsylvania, The Senator from Idaho is
exactly right, Mr. President; but we have been spending a very
large part of every day in the discussion of this resolution,
and other important things have been postponed while we
thrash this over. The motion to take up this resolution has
almost been carried. It has been shown that a majority of the
Senate favor the resolution. Let us get rid of it, and we will
see how it works.

Mr. KING. Mr, President, will the Senator from New York
¥yield to me to ask a guestion of the Senator from Pennsyl-
vania?

Mr, COPELAND, I yield.

Mr., HEFLIN. Mr. President, let us vote on the resolution
and get it out of the way. ;

The VICE PRESIDENT. The Senator from New York has
yielded to the Senator from Utah.

Mr. KING. I should like to ask the Senator from Penn-
sylvania why the miners in Pennsylvania do not go to work.
I am told by many that there are no obstacles to the resum-
ing work under conditions more favorable than those which
prevailed when they ceased work; that no opposition is made
by the mine owners to their resumption of work. I am also
told that the miners will prevent anybody else working who
might desire to work, and that they have been so powerful
as to secure the passage of an act in Pennsylvania by which
no one may work unless he practically has the indorsement
of the miners’ union. What are’ the facts? Are there ob-
stacles to their resumption of work if they desire?

Mr. REED of Pennsylvania. Mr. President, there is a law
in Pennsylvania called the miners’ certificate law, which re-
quires two years' experience in anthracite mining before one
can be certified as a qualified miner. As the entire population
of the mines is unionized, and as they are all ount on strike
now, obviously there is nobody who can gualify for a miner's
certificate, so that the law prevents the introduction of miners
from bituminous districts,

The Senator asks me what the position of the miners is. I
am not competent nor am I authorized to present their side of
the case nor the operators’ side. They have quit work, and
they had a perfect right to quit work; and they are holding
out with great fortitude for what they think is right, and
they have a perfect right to hold out; and the mine operators
have an equal right to refuse it. I am not gualified, because
I do not know the facts well enough, to say who is right and
who is wrong; but it is the ordinary case of an industrial
dispute. BEach of them is exactly within his rights; both of
them have been entirely law-abiding, as far as I know, and
they have stood rigidly for what is their right; and because
they have shown such fortitude the conditions have reached
the present pass.

Mr. COPELAND. Mr, President, it would be presumption
on my part to suggest to the Senator from Idaho that his plan
is not as good as mine, becanse he has had so much more
experience in these matters; but it seems to me that after we
pass this resolution the Congress will have plenty to do. There
is pending before the Committee on Education and Labor the
bill introduced by the Senator from Arkansas [Mr. RoBIiNsoN] ;
there is pending before the Committee on Mines and Mining
the bill introduced by the Senator from Nevada [Mr. Oppie]—
bills which deal with the chronic condition and seek to make
impossible a recurrence of the present acute situation.

Mr. SIMMONS. Mr, President—

The VICE PRESIDENT. Does the Senator from New York
yield to the Senator from North Carolina?
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Mr. COPELAND. 1 yield.

Mr. SIMMONS. I want to say to tha Senator from New
York that it is suggested that what he is proposing to ask the
Senate to do is a futile thing, a vain and hopeless thing If
I thought that, Mr. President, I would not vote fo: the Sena-
tor’s resolution; but I do not think that statement is correct.

The Senator from Idaho [Mr. Boran] admits that the Presi-
dent might exert a powerful moral influence which would
have its effect upon this situation. I know that the President
has no légal power to enforce his advice; but I think that the
respect of the people of the country for the presidental office
and for the present occupant of that office is so great that if
he should bring to bear upon this very difficult situation the
influence of his advice and of his office, it probably would
accomplish very material and very substantial results. At
least, Mr. President, that I think is the opinion of the coun-
try. I believe that there is a strong public opinion in the
United States to-day that if the President should intervene
and use the influence and authority of his office in the way
of advice and persuasion his efforts would be effective.

I have heard the opinion expressed repeatedly by men of
very large experience and observation that if the President
would make his position very clear to these contending fac-
tions it would produce results. I believe it would produce
results. Of course, nobody can say with any degree of cer-
tainty whether it will or not; but I should think the Presi-
dent would be glad to contribute his aid as far as he pos-
sibly can to the settlement of a dispute that is causing such
disastrous consequences.

We are not telling the President that he shall do this thing.
We have no authority to do that We are simply expressing
the opinion of the Senate of the United States that the Presi-
dent should use his good offices in trying to settle this dis-
pute. The fact that the Senate of the United States makes
this request of the President will carry weight in this coun-
try. It will help to erystallize public sentiment. It is bound
to have its effect upon the contending parties in *his contro-
versy. We not only bring to bear upon this situation the ad-
vice and influence of the Senate, but we bring to bear upon
it the weight of the opinion of the Congress of the United
States,

Mr. BORAH. Mr. President——

Mr. COPELAND. 1 yleld to the Senator.

Mr. BORAH. Does the Senator see any possible way to
adjust this coal strlke except through an increase of wages?

Mr. SIMMONS. Mr. President, I do not know how it can
be adjusted; but if the Senate of the United States asks the
President to do these things, thereby expressing its opinion that
some effort on his part ought to be made, and the President
acts upon that request, I hope and believe that it will have
a very material influence in bringing about an adjustment.

Mr. COPELAND. Mr. President, I am sure nothing can be
added to what the Senator from North Carolina has said;
and, Mr. President, accepting gladly the amendment offered by
the Senator from Pennsylvania, I ask for the immediate con-
sideration of this resolution, modified so as to read as follows:

That the President be requested to invite to the White House, at
such time as he thinks best, the committee of operators and miners,
in order that he may urge upon them the national Importance of an
immediate settlement of the anthracite-coal strike,

The VICE PRESIDENT. Is there objection to the imme-
diate consideration of the resolution?

Mr. HEFLIN. Mr. President, I want to suggest to the
Senator from New York and other Senators that if they will
permii the President to put the question, I think the Senate
will grant it, and then we can go along with the tax bill

Mr, SMOOT. I want it distinctly understood that it will
not lead to any debate.

Mr. COPELAND. If it is possible to link the two together,

1 ask unanimous consent that an immediate vote be taken upon

this resolution, without debate.

Mr. SMOOT. 1If there is no objection to that, then I shall
ﬁfﬂ‘ unanimons consent that we temporarily lay aside the tax

Mr. ASHURST. For a vote.

Mr. SMOOT. Yes, for a vote.

The VICE PRESIDENT. Is there objection to laylng aside
the tax bill? The Chair hears none, and the tax bill will be
temporarily laid aside. .

The question now is on agreeing to the resolution offered by
the Senator from New York.

Mr. COPELAND. As modified.

The VICE PRESIDENT. As modified in accordance with the
suggestion of the Senator from Pennsylvania.
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Mr. BORAH, As I understand, the resolution now is that
the President be requested to invite these people whenever he
sees fit to invite them?

Mr. HEFLIN. Yes.

Mr. BORAH, That is a very dignified and a very courageous
thing to do!

Mr. EDGE. In other words, we have made the resolution
more ridiculous and weaker than ever.

The VICE PRESIDENT. The question is on ‘agreeing to the
resolution as modified.

Mr. COPELAND and Mr. BORAH asked for the yeas and
nays.

The yeas and nays were ordered, and the Chief Clerk pro-
ceeded to eall the roll.

Mr. FLETCHER (when his name was called). I have a gen-
eral pair with the junior Senator from Delaware [Mr. pu PoxT].
I am not advised as to how he would vote on this resolution,
and in his absence I withhold my vote. If privileged to vote,
I would vote “ yea.”

The roll call was concluded.

Mr. JONES of Washington. I desire to announce that the
Senator from Oregon [Mr. McNary] and the Senator from
Idaho [Mr. Goopisg] are detained in attendance on a meeting
of the Committee on Agriculture and Forestry,

I also desire to announce that the Senator from Minnesota
[Mr. ScHALL] has a general pair with the Senator from Mon-
tana [Mr. WHEELER].

Mr. MEANS. I have a pair with the junior Senator from
Texas [Mr. MayrieLn]. Not knowing how that Senator would
vote, I withhold my vote.

Mr. NEELY. I am authorized to state that if the junior
Senator from Texas [Mr. MayrieLp] were present he wounld
vote “yea"” on this question.

Mr. FERNALD. I transfer my pair with the senior Senator
from New Mexico [Mr. Joxes] to the senior Senator from Ver-
mont [Mr, Gregsg] and vote “ nay."”

Mr. SIMMONS (after having voted in the affirmative). I
have a general pair with the senior Senator from Oklahoma
[Mr. HargELp]. I am told he has not voted, and I transfer that
pair to the junior Senator from New Jersey [Mr. Epwarps]
and allow my vote to stand.

Mr. WALSH. My colleague [Mr. WHaHEELER] is absent on
account of illness. If present, he would vote “yea.”

The result was announced—yeas 55, nays 21, as follows:

YEAS—55
Ashurst Curtls La Follette Robinson, Ind.
Bayard Deneen Lenroot Sheppard
Bingham Din McKellar Shipstead
Blease Ferrls McLean Shortridge
Bratton Frazier Moses Simmons
Brookhart George Neely Smith
Broussard Gerry Norbeck Stephens
Bruce Tale Norris Swanson
Butler arris Nye Trammell
Cameron Harrison Oddie Tyson
Capper Heflin Overman Walsh
Caraway Mowell Pepper Weller
Copeland Johnson Ransdell Willis
Cumming Kendrick Reed, Pa.

NAYS—21
Borah Fess McKinley Wadsworth
Couzens Gillett Metealf Warren
Dale Glass Phipps Willlams
Edge Goft Pine
Ernst Jones, Wash, Backett
Fernald King Smoot

NOT VOTING—20

du Font Harreld Mayfleld EBchall
Edwards Jones, N. Mex, Means Stanfield
Fletcher Keayes Pittman Underwood
Goodling McMaster Reed, Mo. Watson
Greene McNary Robinson, Ark.  Wheeler

So Mr. CoPELAND'S resolution as modified was agreed to,
UNITED STATES INDUSTRIAL REFORMATORY, CHILLICOTHE, OHIO
(B. DOC. NO. §7)

The VICE PRESIDENT laid before the Senate a communi-
cation from the President of the United Btates, with an accom-
panying letter from the Director of the Bureau of the Budget,
transmitting a supplemental estimate of appropriation, under
the Department of Justice, fiscal year 1926, required for the
United States Industrial Reformatory at Chillicothe, Ohio,
amonunting to $37,500, which, with the accompanying papers,
was referred to the Committee on Appropriations and ordered
to be printed.

PAY OF SPECIAL ASSISTANT ATTORNEYS, UNITED STATES COURTS
(8. DOC. KO. 58)

The VICE PRESIDENT lald before the Senate a communi-
cation from the President of the United States, with an aceom-
panying letter from the Director of the Bureau of the Budget,
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transmitting a supplemental estimate of appropriation, under
the Department of Justice, for pay of special assistant attorneys
of the United States courts, amounting to $46,000, whieh, with
the accompanying papers, was referred to the Committee on
Appropriations and ordered to be printed.

FIRES AND FLOODS IN NATIONAL PARKS (8. DOC. NO. 59)

The VICE PRESIDENT laid before the Senate a communi-
cation from the President of the United States, with an accom-
panying letter from the Director of the Bureau of the Budget,
transmitting a supplemental estimate of appropriation, under
the Department of the Interior, for emergency reconstruection
and fighting forest fires in national parks, 1926, amounting to
$40,000, which, with the accompanying papers, was referred
to the Committee on Appropriations and ordered to be printed.
SALARIES AND EXPENSES, BUREAU OF EFFICIENCY (8. DOC. XO. 5#)

The VICE PRESIDENT laid before the Senate a communi-
cation from the President of the United States, with an accom-
panying letter from the Director of the Bureau of the Budget,
transmitting a supplemental estimate of appropriation for
salaries and expenses, Bureau of Efficiency, fiscal year 1926,
amounting to $25,000, which, with the accompanying papers
was referred to the Committee on Appropriations and ordered
to be printed.

GENERAL EXPENSES, WEATHER BUREAU AND FOREST SERVICE
(8. DOO. NO. 60)

The VICE PRESIDENT laid before the Senate a communi-
cation from the President of the United States, with an accom-
panying letter from the Director of the Bureau of the Budget,
transmitting supplemental estimates of appropriations under
the Department of Agriculture for general expenses of the
Weather Bureau, 1926 (forest fire weather forecasts), amount-
ing to $2,500, and for general expenses, Weather Bureaun, 1927,
(forest fire weather forecasts), amounting to $15,000, and for
general expenses of the Forest Service, 1926, amounting to
$800,000, which, with the accompanying papers, was referred
to the Committee on Appropriations and ordered to be printed.

MESSAGE FROM THE HOUSE

A message from the House of Representatives, by Mr.
Farrell, its enrolling clerk, announced that the House had
passed bills of the following titles, in which it reguested the
concurrence of the Senate:

H. R.3807. An act granting relief to the Metropolitan poiice
and to the officers and members of the fire department of the
District of Columbia ;

H. R.5010. An aet to provide for the payment of the re-
tired members of the police and fire departments of the Dis-
trict of Columbia the balance of retirement pay past dune to
them but unpaid from January 1, 1911, to July 30, 1915;

H. R.7669. An act to provide home care for dependent chil-
dren ; and

H. R.8830. An act amending the act entitled “An act pro-
viding for a comprehensive development of the park and play-
ground system of the National Capital,” approved June 6,
1924,

ENROLLED BILLS SIGNED

The message also announced that the Speaker of the House
had affixed his signature to the following enrolled bills, and
they were thereupon signed by the Vice President:

H. R. 5240. An act to authorize the construction of a bridge
across Fox River, in Dundee Township, Kane County, Ill.;

H. R.6090. An act granting the consent of Congress to the
State of Illinois to construet, maintain, and operate a bridge
and approaches thereto across the Fox River in the county of
McHenry, State of Illinois, in section 18, township 43 north,
range 9 east of the third principal meridian; and

H. R. 7187, An act granting the consent of Congress to the
South Park commissioners and the commissioners of Lincoln
Park, separately or jointly, their successors and assigns, to

construct, maintain, and operate a bridge across that portion -

of Lake Michigan lying opposite the entrance to Chicago
River, 111,
PETITIONS AND MEMORIALS

Mr. WILLIS presented resolutions adopted by the Brother-
hood of Railroad Trainmen, of Canton, Ohio, protesting against
the passage of legislation amending the employers' liability
act of 1908, which were referred to the Committee on the
Judiciary.

He also presented a memorial signed by Carl Raid, Prof.
P. A. Fant, Jos. Muzslay, Anton Lewandowskl, Frank Svoboda,
being the resolutions committee representing the foreign-
language newspapers of the city of Cleveland, Ohio, remon-
strating ageinst the passage of the so-called Aswell bill (H. R.
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5583) providing for the registration of aliens, which was
referred to the Committee on Immigration.

Mr. NEELY. I present a memorial of the Rotary Club, of
Fairmont, W. Va., remonstrating against the passage of the
bill (H. R. 4478) to regulate the manufacture, printing, and
sale of envelopes with postage stamps embossed thereon. I
ask that the memorial be referred to the Committee on Post
Offices and Post Roads, and printed in the Recorp.

There being no objection, the memorial was referred to the
Committee on Post Offices and Post Roads, and ordered to
be printed in the Recorp, as follows:

FarrMoxT RoTaRy CLUB,
Fairmont, W. Va., February 2, 1926.
Hon. M. M. NEELY,
437 Renate Office Building, Washington, D. O.

DeEsR Sie: At n regular meeting of the Rotary Club, of Falrmont,
W. Va., held on Jannary 28, H. R. 4478, a bill to regulate the manu-
facture, printing, and sale of envelopes with postage stamps embossed
thereon, was carefully considered by the members of this club, and,
after full congideration thereof and discussion thereon, I was directed
by unanimous vote of all of the members of the club present at that
meeting to advise you that such members were nnanimously opposed to
thls bill being enacted into a law, and that they request you to use
your influence in defeating this measure. I do not consider it neces-
sary fo point out the pernicious features of this bill or the harm which
would resnlt to all of the business men of this country if the bill
became a law.

Very respectfully, H. E. ExGLE,
Becretary of the Fairmont Rotary Club.

“ Resolved, That the board of directors of the Business Men's Asso-
clation of Fairmont approve the existing regulations in regard to the
manufacture, printing, and sale of Government envelopes; and be it
further

“ Resolved, That to restrict or limit the present method of manufae-
ture, printing, and sale of stamp-embossed envelopes by the Govern-
ment would cause unnecessary inconvenience to large users of postage
without material financial gain to the one industry most affected by
the passage of such restrictions as embodied In House of Represent-
atives bill No. 4478 now pending before the National Congress; and
be it further

¥ Jtesolved, That the secretary of this associatlon forward a copy
of this resolution to our two United States Senators and our Repre-
sentatives in the National Congress.”

1, Gi. R. Parsons, hereby certify that I am secretary of the Business
Men's Association of Fairmont, and that the foregoing is a true copy
of a resolution passed by the board of directors of said association in
regular meeting held on the 2d day of February, 1926,

G. B. PARSOXNS,

Mr. CAMERON presented the following resolutions of the
fourteenth annual convention of the Arizona Good Roads Asso-
ciation, at Yuma, Ariz, which were referred to the Committee
on Agriculture and Forestry and ordered to be printed in the
Recorp, as follows:

FOUKRTEENTH ANNUAL CONVENTION OF THE ARIZONA GOOD ROADS ASSOCIA-
TION, YUMA, ARIZ, JANUARY 25-26, 1928

Resolution 2

To the Arizona Good Roads Association:

Your commitiee on resolutions recommends thar this organization
place itself unequivocably behind the Federal plan for good roads co-
operation, and against the movement designed to withdraw Federal ald
from the financing of roads in the Western States.

FOURTEENTH ANNUAL CONVENTION OF THE ARIZONA 600D ROADS ASSOCIA~
TION, YUMA, ARIZ., JANUARY 25-28, 1828

Resolution 5

Whereas the Grand Canyon of the Colorado River in Arizona is one
of the great scenic wonders of the world and of the United States and
has been a great national park: and

Whereas many thousands of visitors from all parts of ithe United
States and of the world visit this great scenic wouder annually, and
our Government is improving the roads within the rark for the benefit
of these visitors, bat there is no improved road counecting the Grand
Canyon National Park with the State highway system of Arizona; and

Whereas 98 per cent of the visitors to the Grand Canyon come from
points without the State of Arizona; and

Whereas a survey has been made by the Bureau of Public Roads for
an approved road to the Grand Canyon; and

Whereas any approach road to the Grand Canyou traverses forest or
Government land from which the State of Arizona derives little or no
revenue from taxation for the constructlon and maintenance of this
road : Now therefore be it

Resolved by the Arizona Good Roads Association, That we urge and
request our representatives in Congress to use their utmost endeavors
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to secure the neecessary appropriation from our National Government
to construct an approach road to the Grand Canycn and pledge our
support to the measure.

Mr. CAMERON also presented resolutions of the fourteenth
annual convention of the Arizona Good Roads Association, at
Yuma, Ariz., which were referred to the Committee on Indian
Affairs and ordered to be printed in the Recorn, as follows:

FOURTEENTH ANNUAL CONVENTION OF THE ARIZONA GOOD ROADS ASS0-
CIATION

YuMA, Ariz., Jonuary 25-26, 1926,
Resolution 10

Whereas in the States of the Union known as the Rocky Mountain
States land values are very low and in no wise comparable to land
values In the middle and eastern States, and in sald Rocky Mountain
States distances between communities are very great and taxzble
property scarce; and

The people of the Rocky Mountain States have already expended
more for good transcontinental roads than they are able financially to
spend ; and

It is necessary for the public convenience of the people of the Nation
as 4 whole that good roads be malntained in said Biates, and in sald
States a great majority of the lands are still vacant public lands,
Indian lands, forest reserves, and parks, all of which are nontaxable:
Be It

Resolved, That it is the sense of the delegates to this convention
that the Federal Government should build and maintain wholly at its
own expense all public roads through Indian reservations, forest re-
serves, military reservations, and national parks or monuments in gaid
States, and that said States be releaged from any expense in building
or malntenance of public roads in such places.

That copies be sent to Congressmen, the Committee on Public Roads
of the House of Representatives, to the United States Senate, and to
the Department of Agriculture, and to good roads assoclations in the
other States concerned.

s

FOURTEENTH ANNUAL CONVENTION OF THE ARIZONA GOOD ROADS ABSOCIA-
TION, YUMA, ARIZ., JANUARY 25-28, 1026
Resolution 8

Whereas Congress made an appropriation of $100,000 to construct a
highway bridge across the Colorado River near Lee's ferry, contingent
upon the State of Arizona making an equal appropriation, but our
Btate legislature has failed to make the necessary appropriation to
match this fund, and

Whereas the construction of the bridge is of vital and paramount
importance to the State of Arizona In developing a north and south
highway connecting our State highway system with the State high-
way system of Utah and that section of Arizona lying morth of the
Grand Canyon: Now therefore be it

Resolved, That this Arizona Good Roads Association hereby In-
dorses this construction of this Lridge as absolutely necessary for the
proper development of the resources of Arizona and the promotion of
trade and travel between the States of Utah and Arizona, and urge
that our State legislature make the appropriation necessary to pro-
vide the construction of this bridge at the earllest possible date,

REPORT OF BANKING AND CURRENCY COMMITTEE

Mr, McLEAN, from the Committee on Banking and Currency,
to which was referred the bill (8. 1544) to amend section 202
of the act of Congress approved March 4, 1923, known as the
agricultural credits act of 1923, reported it without amendment
and submitted a report (No. 155) thereon.

BILLE AND JOINT RESOLUTION INTRODUCED

Bills and a joint resolution were introduced, read the first
time, and, by unanimous consent, the second time, and referred
as follows:

By Mr, JOHNSON:

A bill (8, 3050) for the erection of a public building at the
city of Placerville, State of California, and appropriating
money therefor; to the Committee on Public Buildings and
Grounds,

A bill (8, 3051) authorizing any tribe or band of Indians of
California to submit claims to the Court of Claims; to the
Committee on Indian Affairs,

A bill (8. 3052) to amend an act entitled “An act for pre-
venting the manufacture, sale, or transportation of adulterated
or misbranded or poisonous or deleterious foods, drugs, medi-
cines, and liguors, and for regulating traffic therein, and for
other purposes,” approved June 30, 1906, as amended: to the
Committee on Agriculture and Forestry.

By Mr. CAPPER:

A bill (8. 3053) to amend sections 5, 6, and 7 of the act of
Congress making appropriations to provide for the expenses
of the government of the District Columbia for the fiscal
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year ending June 30, 1903, approved July 1, 1902, and for other
purposes; to the Committee on the District of Columbia.

By Mr. MEANS:

A bill (8. 3054) for the relief of 8. Livingston & Son and
others; and

A bill (8. 3055) for the relief of Lawford & McKim, gen-
eral agents, for the Employers’ Liability Assurance Corpora-
tion (Ltd.), of London, England; to the Committee on Claims,

By Mr. DENEEN:

A bill (8. 3056) authorizing the President to appoint James
B. Dickson a second lieutenant of the Air Service in the Regu-
lar Army of the United States; to the Committee on Military
Affairs,

By Mr. NEELY:

A bill (8. 3057) providing for the erection of a publie build-
ing at Philippi, W. Va.; to the Committee on Public Buildings
and Grounds.

A bill (8. 3058) granting a pension to Santford M. Nestor;

A bill (S. 3059) granting an increase of pension to Peter
Titchenell ;

A bill (8. 3060) granting an increase of pension to Mary C,
Herrington ; and

A bill (8. 8061) granting an increase of pension to Mary J.
McBee; to the Committee on Pensions.

By Mr. WILLIS:

A bill (8. 3062) granting an increase of pension to Hetty
Morey (with accompanying papers); to the Committee on
Pensions.

By Mr. WATSON:

A bill (8. 8063) granting an increase of pension to Rose Dil-
ley (with accompanying papers); to the Committee on
Pensions.

A bill (8. 3064) for the relief of the Capital Paper Co.; to
the Committee on Finance,

By Mr. SHEPPARD: '

A bill (8. 8065) to provide for examination and survey of
the Houston Ship Channel, with the view to its further im-
provement ; to the Committee on Commerce.

By Mr. COPELAND :

A bill (8. 3066) restricting the issuance of passport visas in
certain cases; to the Committee on Foreign Relations.

By Mr. CARAWAY:

A bill (8. 3067) for the relief of Rhetta H. Guild; to the
Committee on Finance.

By Mr. McKINLEY :

A bill (8. 8068) authorizing the payment of $1,000 to William
M. and J. 8. Van Nortwick estates; to the Committee on
Claims.

By Mr. DENEEN:

A joint resolution (8. J. Res. 53) authorizing and directing
the Secretary of War to accept and install a tablet commemo-
rating the designation of May 30 of each year as Memorial
Day by General Order No. 11, issued by Gen. John A. Logan, as
commander in chief of the Grand Army of the Republic; to
the Committee on Military Affairs.

AMENDMENTS T0 TAX REDUCTION BILL

Mr. NORRIS submitted an amendment intended to be pro-
posed by him to House bill 1, the tax reduction bill, which was
ordered to lie on the table and to be printed, as follows:

Oun page 43, after line 13, insert the following: “ Provided, That the
excess In value above $5,000 of any gift, bequest, or inheritance shall
be considered and accounted for as gross income.”

Mr. CARAWAY submitted an amendment intended to be pro-
posed by him to House bill 1, the tax reduction bill, which was
ordered to lie on the table and to be printed, as follows:

Page 334, after line 10, Insert a new section, to read as follows:

“dpe. —. If any Information relating to the Hability of any tax-
payer for any internal-revenue tax is obtained or received from any
person other than the taxpayer and Is consldered by any officer, em-
ployee, or agent of the Treasury Department, or of any bureau or
division thereof, in determining such llabllity, then the taxpayer shall,
after due notice giving the nature of the information and the name and
address of the person from whom such information was obtained or
received, be afforded a reasonable opportunity to be heard in respect
thereof.”

AMENDMENT TO FIRST DEFICIENCY APPROPRIATION BILL
Mr, PEPPER submitted an amendment intended to be pro-
posed by him to Honse bill 8722, the first deficiency appropria-

tion bill, 1926, which was referred to the Committee on Ap-
propriations and ordered to be printed, as follows:

On page 5, after line 14, insert the following:
LXVII—227
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“ NATIONAL SESQUICENTENNIAL EXPOSITION

“To enable the Government of the United States to make an exhibit
at the Sesquicentennial Exposition, to be held in the city of Philadel-
phia, Pa., in the year 1926, from its executive departments, independent
offices, and establishments, including personal services, cost of trans-
portation, rent, construction of buildings, traveling expenses, and for
such other purposes as may be deemed necessary by the National
Besquicentennial Exhibition Commission to commemorate the one hun-
dred and fiftieth anniversary of the birth of the Nation, $3,188,500,
of which not more than $250.000 shall be allocated to the War Depart-
ment, and not more than $350,000 to the Navy Department, of which
latter sum $230,000 shall be used for making repairs and improvements
at the Philadelphia Navy Yard: Provided, That so much of the money
herein appropriated as may be allocated for the construction of build-
ings shall be expended by the Sesquicentennial International Exposi-
tion upon written approval of the National Sesquicentennial Exhibition
Commission, and that the residue of the moneys héreln appropriated
shall be expended by the National Sesquicentennial Exhibition Com-
mission,” X

SARAH J. M'DONNELL

Mr. SWANSON submitted the following resolution (S. Res.
144), which was referred to the Committee to Audit and Con-
trol the Contingent Expenses of the Senate:

Resolved, That the SBecretary of the Senate hereby is authorized and
directed to pay from the miscellaneons items of the contingent fund
of the Senate, fiscal year 1925, to Sarah J, McDonnell, mother of Stella
M. MeDonnell, late an additional clerk in the office of Senator Cravpr
A, SwaxsoN, a sum equal to slx months’ salary at the rate she was
receiving by law at the time of her death, sald sum to be considered
inclusive of funeral expenses and all other allowances.

PRESIDENTIAL APPROVALS

A message from the President of the United States, by Mr.
Latta, one of his secretaries, announced that on February 8,
1926, the President had approved and signed the following acts:

8.1779. An act granfing the consent of Congress to the States
of Oregon and Idaho to construct, maintain, and operate a
bridge and approaches across the Snake River at a point
known as Ballards Landing;

8,1810. An act granting the consent of Congress to the State
of Illinois to construct, maintain, and operate a bridge and
approaches thereto across the Fox River in the county of La
Salle, State of Illinois, in section 1, township 33 north, range 3
east of the third principal meridian; and

$.1811. An act granting the consent of Congress to the State
of Illinois to comstruet, maintain, and operate a bridge and
approaches thereto across the Fox River in the county of Ken-
dall, State of Illinols, in section 32, township 87 north, range 7
east of the third prineipal meridian.

MESSAGE FROM THE HOUSE

A message from the House of Representatives, by Mr. Far-
rell, its enrolling clerk, announced that the House had passed
a bill (H. R. 6556) for the establishment of artificial bathing
pools or beaches in the District of Columbia, in which it
requested the concurrence of the Senate.

HOUSE BILLS REFERRED

The following bills were severally read twice by title and
referred to the Committee on the Distriet of Columbia :

H. R. 8807. An act granting relief to the Metropolitan police
and to the officers and members of the fire department of the
Distriet of Columbia ;

H. R. 5010. An act to provide for the payment of the retired
members of the police and fire departments of the District of ~
Columbia the balance of retirement pay past due to them but
unpaid from January 1, 1911, to July 80, 1915;

H. R. 6556. An act for the establishment of artificial bathing
pools or beaches in the District of Columbia ;

H. R, 7669. An act to provide home care for dependent chil-
dren; and

H. R.8830. An act amending the act entitled “An act provid-
ing for a comprehensive development of the park and play-
ground system of the National Capital,” approved June 6, 1924,
> CONSUMERS" OOOPERATION

Mr. BROOKHART. I ask unanimous consent to have printed
in the Recorp the Cooperative News Service of the 1st instant.

There being no objection, the matter referred to was ordered
to be printed in the REecorp, as follows:

CoOPERATIVE NEWS SERVICE,
Cleveland, Ohio, February 1, 1925,
CO-OP BEATS CHAIN STORE TO STANDSTILL

One of the standard reasons for the slow growth of consumers’ eoop-

eration in America has been the prevalence of chain stores. With




thelr purported eavings to purchasers throngh the famillar economies
of mass distribution, these chain stores have been held to be ruinous
competitors to cooperative stores,

Now comes the Waugegan (I1l.) Cooperative Trading Co. and knocks
that explanation into a cocked hat. This co-op has been * suffering”
from chain-store competition for five years and is now doing the big-
gest business of its career, while the chain store languishes in anemia,
To be specific, the Waukegan Cooperative has trebled its business
gince the chain-store competitor opened shop,

The key to this success has been simply that the cooperatlve store
handles honest merchandise at reasonable prices with profits divided
among its members, while chain stores are gemerally notorious for
inferior food products, “ come-on' bargaine in a few commodities and
prices which in the long run are high because of the poor quality of
the goods.

Nevertheless, the chain-store policy evidently appeals to the gulli-
bility of the American consumer. There iz no other explanation for
the tremendous profits these concerns distribute to their wealthy own-
ers, The 8. H. Kresge (Co., which handles 10-cent stores in wholesale
quantities, reported profits of $4,100,000 last year, a milllon inecrease
over the previous year. Profits in 1925 after payment of preferred
dividends, were equal to $38 a share on 120,000 shares of common
stock of $100 par value. In 1924 It was “only " $25 a share.

CONDUCTORS SAVE §22.80 OX EACH WATCH

The joy in Christmas giving was considerably tarnished for one
Cleveland woman the other day when she discovered that a rallroad
man's watch which she had bought for ber husband for $67.50 could
have been obtalned from the cooperative mail-order house of the Order
of Railroad Conductors for $45. The watch is a standard make with a
regular sale price, but because the conductors' co-op doesn’t have to pay
high rents or indulge In the advertising extravagances of jewelry
ghops, It is able to save $22.50 for each member on watches alone.
. The conductors are also effecting a saving on shoes of $2 a pair.
For railroad men this is a big item, since the nature of their work
makes heavy demands on shoe leather. Members who are buying con-
ductors’ shoes for all the masculine side of the family are actually
saving enough to pay their annual dues to the brotherhood.

BUTTER AND BGGS MEN TO UNITE

Ameriea’s biggest cooperative will be the Tri-Btate Cooperative
Creamery Association, If merger plans of dairymen in lowa, Minnesota,
and Wisconsin are consummated this spring. The nucleus of the new
co-op will .be the Minnesota association whose famous trade-mark,
“Land ©' Lakes,” has been made familiar to every householder in
the country through page advertisements. The combined forces of
90,000 farmers in the three Btates, nnited to market the Northwest's
butter crop, would do an annual business of §75,000,000. Such econo-
mies would result that the dairy industry wounld be lifted to new
heights of prosperity and the farmer's return made comparable with
that of industry.

The Minnesota association will move into a new Minneapolis plant

costing $300,000 this month In order to handle rapldly expanding |

business.

Cooperation is a eivillzing influence of the highest kind. (Bishop
Lightfoot.)

The only check against the excesses of competition is cooperation.
(Ernest Jones.)

Under cooperation, the temptation to dishonest practices Is with-
drawn. (Earl of Derby.)

TORY GOVERNOR EILLS CREDIT UNION BILL

Although the conservative Washington State Senate passed the
credit union bill by & unanimouns vote, while the House placed its
0. K. on the measure by a vote of 81 to 13, Gov. Roland Hartley
used his veto power to kill this fundamental plece of farm-lahor
legislation. REven supporters of the governor, thoroughly aware of
his reactionary political views galned throngh virtue of his position
of lumber magnate, did not expect that the credit union bill, afrer
obtaining unanimous approval In the senate, would fall under Hart-
ley’s disapproval. The credit union bill was in good company, how-
ever, as bills providing for old-age pensions, for vocational rehabilita-
tion of cripples, and for pensioning aged municipal employees also
sulfered under the governor's veto ax.

The Washington Federatlon of Labor, which vigorously hacked the
credit unfon measure, through its president, Willlam" M. Bhort, will
continue the fight for this cooperative legislation, as well as for other
farm and labor measures, in the next sesslon of the legislature.

GIANT POWER CO-OP FORMED
TWhile America Is merely talking about the publie control of the glant
power of electricity, French cooperators are making it a reality. A
nonprofit cooperative soclety, composed of eonmsumers, the state, prov-
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inces, and cities, the chambers of commerce, and the Industries, has
been formed to harnesg the river Rhone. Dividends are to be strictly
limited and control will be vested in the hands of power users, who are
also the ghareholders. The scheme will take 15 years for development,

Similar organizations are working potash mines In Alsace and syn-
thetic ammonia manufacturing in Toulouse. Financing and control are
in consumers' hands, no profits are allowed, and interest on eapital
is strictly held to the current minimum rate.

EGGS SOLD DIRECTLY TO CONSUMER

Consumers who tire of being robbed by storekeepers foisting under-
sized eggs at oversized prices are finding relicf in New England by
patronizing a consumer's cooperative, The Maine Poultry Producers'
Association, which sold 500,000 dozen eggs last year for its members,
instituted the new idea in direct marketing by establishing egg routes
in Portland, Me.; Portsmouth, N. H.; and Lynn, Mass. These have
proved so successful that the cooperative trade-mark of * Pine Tree"
on eggs is now a guaranty of 24-ounce eggs. Smaller eggs are sold as
* juniors ' at a lower price. Both farmers and consumiers are happy
over this new marketing pian.

FRANELIN DIRECTORS REELECTED

A dividend of T per cent was voted by the Franklin Cooperative
Creamery Association of Minneapolis, Mion.,, at the seventh annual
meeting held recently at its northside plant.

Sales for the year 1925 showed an increase of $231,609.11 over the
year 1924, The cooperative is now operating 176 routes.

As a result of the election, the following directors were reelected :
Harold 1. Nordby, Carl N. Norlander, Anthony Rud, John A, Mattson,
Joseph Flor, T. A. Eide, and John A. Mattson.

Reports showed the cooperative In a state of healthy progress, Bales
incrensed from $844,063.89 in 1921, the first year that the Franklin
was in operation, to $3,538,175.18 for the year 19235,

In addition to declaring the T per cent dividend, $20,000 in bonds
were pald off and retired during the year and more than $30,000
placed in the reserve fund.

PAYMENTS BY WAR DEPARTMENT TO LEATHER
(8. DOC. NO. 61)

Mr. WARREN. From the Committee on Appropriations I
report back a communication from the Compiroller General of
the United States with reference to payments made by the War
Department to certain leather manufacturers, members of the
National Saddlery Manufacturers’ Association, in reimburse-
ment of inerease of wages paid to workmen when the contracts
with those manufacturers did not provide therefor. This com-
munication was sent to the Committee on Appropriations, and
1 a?k that it may be printed and referred to the Committee on
Claims,

The PRESIDING OFFICER (Mr. HerrLIN in the chair).
Without objection, the communication will be printed and re-
ferred to the Committee on Claims.

COOPERATIVE MARKETING OF FARM PRODUCTS

Mr. HARRELD. Mr. President, I ask permission to have
printed in the Recorp a speech delivered by Judge Robert W.
Bingham, of Louisville, Ky., on cooperative farm legislation. It
is a very fine speech, which he delivered a few days ago in
Washington. I should like to have it printed in the REcorp.

The VICE PRESIDENT. Witheut objection, it is so ordered.

The speech referred to is as follows: :

SPEECH OF JUDGE BINGHAM

The most important thing that has happened in cooperative market-
ing during the past year has not happened inside of the cooperative
movement itself. It has been the unreserved recognition of coopera-
tive marketing by the President of the United States and the Secre-
tary of Agriculture.

There has always been g sympathetic attitude by the President and
bis leading agriculture adviser; but until this year there never was a
time when the cooperative movement, as such, was held out by the
Government itself to the farmers as the single most important step
to remedy the weaknesses In agriculture and to strengthen the chance
for permanent prosperity.

A year ago we were fearful that the report of the President’s con.
ference would be enacted into law. We were afraid that Government
regulation of cooperatives was about to come, and that the cooperative
movement would become tepid and stale,

With regret—but nevertheless openly—we found ourselves in oppo-
gition to the attitnde of the administratiom on some points. We ox-
pressed ourselves frankly and clearly, and with the aid of other im-
portant farm leaders we helped to persuade Congress that such legisla-
tion was unwise.

But we were not simply negative: we also stated that we believed
that the administration could do something great and far-reaching
for the farmer by placing itself squarely behind cooperative marketing
and by glving real adminlstrative support to the movement.

MANUFACTURERS




1926

During this year the President came to know the cooperative move.
ment and the cooperative leaders. His Secretary of Agriculture, him-
self a member of one of the wheat cooperative assoclations, not only
understood commodity cooperative marketing but advocated it with
engaging and eonvincing intelligence.

The administration, voicing itself through the head of the Covern-
ment and his chief agricultural adviser, spoke eloquently in favor
of the very program that had been worked out and advocated by
this body.

Not only did they announce their faith and belief in cooperative
marketing, not only did they urge universal support for cooperative
marketing, but they discovered that the Department of Agriculture
did not have enongh men or other facilities with which to do sufficient
work to provide adequate administrative support, and on thelr own
initiative they recommended legislation which would establish a
Burean of Cooperative Marketing in the Department of Agriculture, so
thut the Becretary of Agriculture and speclalists assigned to this
bureau could belp to gulde and advise on all cooperative problems
that may arise in America,

The President has courageously and effectively announced his ap-
proval and advoeacy of cooperative marketing.

The leader of the cooperative movement in this country now sits
in the White House, and we who have dreamed and hoped for this
day—we must now follow that leader.

Everything that we asked for, everything that we hoped for, has
now been glven to us in the attitude of the President and his Secre.
tary of Agriculture. We presenfed a program; we urged that pro-
gram; and the President studied and listened—and now he has ex-
pressed that program more clearly, more definitely, and more foreibly
than has ever been done by any Government official in this land.

We are the followers of the President and the supporters of the
administration in its efforts to carry out the very program which this
group presented a year ago.

That 1s the great thing that has happened during this wear—a
change in leadership from struggling group champions to the President
of the Uaited States,

(2) But the President by advocating our program has raised pro-
tests from other quarters.

Bome organizations did not like to see the President stand on the
foundation of commodity cooperative marketing. They construed his
attitude as a recognition of this group as against other groups in
the land. This is not necessary. The President is big enough to take
the light from any source. We are honored in having carried to his
hand this one clear torch of cooperation. We are not urging our
policies as agalnst other organizations. We do not infringe upon the
spheres of interest of other groups, We simply urge what seems to
be the necessary steps in the progress of cooperative marketing, and
that polley we maintaln in the face of the world.

But we do not ignore other things that may be sald. Many sincere
leaders are of the belief that our program is insufficient and that
cooperative marketing does not offer an adequate solution to the prob-
lems of the farm,

These problems are many, In various sections land prices have been
pyramided to an extent where fair return is almost impossible, where
new farmers can not buy possession of land, and old ones can not
maintaln the basis of cost out of the products of the farm.

The burden of the farm mortgage is around $8,000,000,000, with a
tremendous weight of Interest on hundreds of thousands of farms in
our land.

The tax problem is bitter. During good years the farmer generously
voted on himself taxation for schools and other proper improvements,
Even when prices collapse and farm prosperity dwindles, these costs
still remain. The farmer pays a greater proportion of his income in
taxes than any other group in America.

Practically all of his property is in sight., He can not hide it and
he can not and would not cheat about it. Therefore he bears the
burden of taxation on his land even when he has nothing but red
letter returns on his crops.

On things like this there Is very, little that cooperatlve marketing
can do In a direct way. We can not at this time judge what coop-
erative marketing can do over a long term of ycars on any of the great
major crops. We have had laboratory experlence in Callfornia. We
have had wonderful experfence in many European countries, such as
Denmark. We have had an extraordinary demonstration of wheat
cooperative marketing in Canada; we are still in the mldst of extraor-
dinary accomplishments in tobacco, cottom, butter, milk, and other
commodlties In our own country.

But what the movement is actually golng to accomplish with the
great national products we ean not now speak with assurance,

We are just at the threshold of the real accomplishments of coop-
erative marketing. We have spent these years in working out the
technlque, in building the background of law, in finding out and an-
nouncing the economie principles, in developing methods of organiza-
tlon, In discovering managing personnel, in working out financing and
muarketing methods, in developing proper contacts between assoclations
and members, in uncovering the weaknesses of old systems, the defects
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in our present system, and primarily tha great need for education
among farmers and others as to the principles of cooperative marketing.

We have done in the last five years more than was done by tﬂe cor-
porate form of organization In the first 20 years in which corporations
were first known.

And all that we have done has been done in the face of Incredible
opposition. We have not only had to educate our own farmers and to
court the support of other farm leaders, but we have had to show
bankers where they would fit in; we have had to satisfy the claims of
lien holders; we have had to encounter open fight from all sorts of
speculative Interests; we have had to combat the inertia of our own
farm classes; we have bad to endure the weakness in performance of
our own membership agreements.

It has been-a tremendous fight all over the land, We have not always
won ; some of our fights have been lost. Cooperatives are falling and
more will fail, but in their place new cooperatives will arise stronger
for the experience of the old ones and more hopeful,gbecause of that
ripened experience,

We are learning from our failures to make our new ecfforts promise
great success.

But we can not do this work in a day. It Is the work of years,
The old system has been with us for generations and we can not
change every detail of it in a decade.

Why, we have not even been able to tie our own farmers, universall_v
speaking, to the need for cooperative marketing.

Until the voice of the President gave his invineible national leader-
ship you know how many farm leaders were cold, If not actually
antagonistie, to our movement. -

We have had to work with too many things against us.

Look at the results with cotton. They have less than 8 per cent of
the cotton crop of America in the cooperative associations. Yet even
the brokers at New York publish openly that the cotton associations
have favorably affected the price basis for the farmers of the South.

With that small percentage these associations bave guaranteed to
the farmers honest grading of their cotton; they have narrowed
down the differentials between grades of cotton, and in this one point
alone these cotton cooperatives have brought to the southern farmers
tens of thousands of dollars of benefit each year.

Because the country buyer no longer dares to penalize poorer grades
b and 7 cents a pound when the differential at the mill Is only 1 cent
per pound.

He knows that the cooperative managements will somehow disclose
that fact to their members and that the member will somehow make
it publie for all growers.

So the country buyers do not dare to widen the differentials any
longer against either the cooperatives or the noncooperatives.

That one accomplishment would have been sufficient to Justify the
entire cooperative movement in the South during the last five years.

But the cotton assoclations have done more than that. They have
taught the farmers to avoid couniry damage. They have arranged
new plans for financing, whereby the farmers can do orderly market-
ing on cotton on an interest of 414 and 5 per cent as against the old
basis of from 10 to 12 per cent.

They have done orderly marketing and have held the basle price
to fair levels by their refusal to dump.

They have made direct contacts with spinners and spinner organiza-
tions all over the world. They have blazed out the path so that these
coming years will know where to point,

The cotton cooperatives, with thelr small percentages, have demon-
strated beyond any question, with one of the great world crops, spread
through 17 States of the Union, that cooperation can golve the mar-
keting problem and every collateral problemr attached to it, includ-
ing standardized seed, productlon credits, ginning, finaneing, and
orderly selling of products.

What the effect of this movement will be on the South when the
growers support it to the extent of 50 per cent of the cotton, as they
ought to be doing now and as they will inevitably do, no one can
foretell.

The support of the President and the wise handling of cooperative
problems by the present organizations Indicate that these cotton ecoop-
eratives will soon have the opportunity to demonstrate what can be
accomplished by cooperation when the greater part of the crop moves
through the cooperative and not through the speculative buyers.

This is already being demonstrated by the wheat growers of Canada
and by the Burley tobacco growers in Kentucky.

To be sure I know of all the criticisms and complaints that have
arisen among Burley tobacco growers, I know how they recite the
benefits accruing to the outsider and tell how the nonmember gets as
much money, if not more, and gets his money quickly and all at once,
while the cooperator takes the average of the season, gets only an
advance payment, waits long periods for the balance of the payments,
and sometimes does not sell the entire crop, but has to bear the great
CATTY-0Ver.

But this does not deny accymplishment to the Burley Tobacco Asso-
ciation,

R g e N G ol L g o s e B S IR ey s o A e S AR Lo (] e




™) L

-t
3094

That association, with more than 60 per cent of the Burley tobacco
of the country, has raised the price of tobacco to the growers of

Burley, tobacco at least b cents per pound during these last four years. |

1t has done this service for the outsider as well as for the Insider, and
shame on the outsider who takes the advantage of this extra price and
uses il to help break down the cooperative! It is bad enough that he
takes a galn at the risk and cost of the other fellow and a disgrace
when he trles to justify his own disloyalty to his c¢lass by tearing
down the one hopeful thing that these farmers have done for them-
selves in this generation.

But the cooperators must see this thing clearly. Some oufsiders
will always get a better price than the insiders.

The cooperatives get the average of the season, This average in-
cludes top prices as well as low prices, and these iop prices can ulti-
mately be equaled on some days on the auction floozs

The outsider who gets these top prices will beat the average of the
cooperative, busneithar he nor a cooperative wounld be getting within
G cents of their present price if the cooperative were not In existence,

We must not let cur mewbers deny a good te themselves, because it
likewise brings a good to some one else, even (nough he does not
deserve it.

In every generation the good have carried the evil, the strong have
carried the weak, and the fine spirited have carried the sordid

In agriculture the cooperative carries the selfish fsrmer, and nothing
on earth can change this situation except a change n the spirit of the
gelfish farmer.

But the accomplishment of the Burley Association i& & monument
to independent effort on the part of the American farmers.

It has a large carry-over. Even if that carry-over were never sold
but were duomped into the seas still the returns to the Burley tobacco
growers exceed by millions of dollars what they would have received
without & cooperative association.

In the dark tobacco district, where the cooperative efforts have been
somewhat paralyzed, even there the very existence of that cooperative
advanced the price several cents per pound, and ths withdrawal of the
cooperative from active business has caused a collapse In the dark
tobacco prices to a tragic extent, and now the outsiders themselves are
demanding the reorganization of the cooperative and pledging unanij-
mous support to it

The cooperatives have performed; and they are reaching behind
the products and finding how to rvebulld the agricultural life of
America.

But they have chlefly blazed out the way. They have not finished
their performance; nor have they always had a chance to demonstrate
even i possible part of their performance.

The wheat growers are asking the Government to form a corpora-
tion to handle the so-called exportable surplus; and they have been
led to think that their low returns have been due to the absence of
such a corporation.

They speak of inequalities against agriculture and they attack the
protective tariff as the basis of that inequality; and they say that
the taril taxes all that they buy and that the tariff is an evil to them.
They assert that the fariff is here and they must get its benefit;
and they evolve a system under which they think the Government may
control the exportable surplus and sell the domestic wheat or cotton
or tobacco or lvestock or cheese or butter in this country on a pro-
tected domestic basis and sell the balance on the low world-market
basls, with an absorption of any loss by the growers of the product.

Why should the Government interfere? It is an old principle
with us never to ask the Government to do anything which we can
do ourselves, If we can not do it ourselves after an adeguate chance
to do so, them we can throw up our hands and call in Govern-
ment help.

Have we reached that phase even with wheat?

Surely the tariff argument gives no basis for such a viewpoint.
If the tariff is wrong you can not make it right by making it
universal.

T bave never wholly accepted the protective tariff; but I do not here
speak as its advocate or its oppoment. 1 speak as a citizen of the
United States, as the chairman of this national couneil; and I
gpeak in the spirit of the hundreds of thousands of farmers of
varions political parties whose indirect representative I am in every-
fhing that I utter here.

In addition to all this, there is a tarif on wheat—a big, heavy
fariff, 42 cemts per bushel, That tariff has its effects, because the
Chicago price of wheat Is now more than 15 cents per bushel higher
than the price at Winnipeg, thus showing some effect from tariff
protection.

But the wheat growers say this is not sufficlent. They complain
that they are not able to get all the good effects of the tariff, although
they claim that business gets all the good effects of industrial tariffs.

Whyr is it that the United States Steel Corporation gets the benefit of
the tariffs on steel while, the wheat growers claim that they receive
no benefit from their tariff?

The difference iz not in the tariff; the difference is in organization.
The people interested In steel, several hundred thousands of them,
are members of the steel corporations.
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The wheat growers, several hundred thousands of them, are using
their energy and talent in persuading politicians to pass laws instead
of following the primary leadership of the wheat pools that have
already started to work out a probable solution in Btates ranging
fromr Texas to North Dakota.

If the exportable surplus is the thing that breaks the market on
wheat, why is it that Canada, selling more than 800,000,000 bushels
of wheat, about three-fourths of the crop in the world market, with
no tariff to help her, with no Government surplus corporation to aid—
but with a powerful cooperative marketing association built up under
the brilllant leadership of men like Brownlee and MecPhail, is able
to give greater returns to their wheat growers of Canada than the
wheat growers of our own great States like Eansas, Nebraska, and
Minnesota ?

The Canadians are organized; only a small part of our growers
bhas learned ergmnization. It Is not the tariff which counts: it Is
organization which alone can enable the farmers of this country to
get the benefit of their own good wheat, either in the face of a tariff
or in the absence of a tariff.

The average farmer in Kansas sold his wheat this fall, and he did not
take advantage of the fine marketing association that the far-visioned
men of Kansas have built up for him. Less than 10 per cent of Kansas
wheat goes through the cooperative pool. Yet the Kansas wheat
grower, with the 42 cents per bushel protection, with a present price of
about $1.756 at Chicago, will receive about 30 cents a bushel less for his
wheat than the Canadian farmer, with a $1.60 price at Winnipeg.

Freight rates do not make any difference in this relative statement.
Climate makes no difference. World markets made no difference. The
tariff itself seems to be working the other way, The one difference is
made by cooperative organization.

The Canadians looked over the line and saw what was belng done by
cooperation in Ameriea. They had courage enough and vision enough
to organize on American lines for the handling of their great world
product. They are sclving their problem out of their own strength and
their own courage, while we in America still falter before our own
picked remedy. We kick It aside and run down to Washington to ask
the “ great father " to hold our little feet in the paths of prosperity.

I shall never favor the interference of Government in the marketing
of farm crops until cooperative marketing has had a fair trial on a
large scale and has proved a failure. Before I urge mén to become
peasant-minded, to ask some one else to work out for them what
they can do for themselves, I must first exhaust every opportunity to
keep them independent American farmers,

Why all the clamor from the corn States? Why, the Towa farmers
must know that we produce about 70 per cent of the corn, and we eat
practically all of that, chiefly in the form of hogs and stock.

If the country exports 2 per cent of the corn crop, it is a huge
export quantity.

Corn is essentially a domestic problem; and the corn production is
80 concentrated that it can be handled practically by the efforts of
the farmers In five or six States. Yet some of their leaders clamor
for an exporf corporation. They have been caught by words and
phrases and not by thoughts and facts.

This surplus problem can not be written into legislation until we
recognize what surplus means. Crop surpluses are Inevitable in some
line or another.

If ever a price gets good on any commodity, the farmers put all
they can of their land into that commodity. They do not always
follow Intelligent instruction on production. They go after the high-
price commodity, even though the price is now there and the crop
may not come in for another year.

There is always bound to be surplus of some kind in some erops.

Grapes in California this year; corn generally; perhaps cotton;
eertainly certain types of tobacco.

Some of these crops are not actual surpluses but are simply carry-
overs, HSome of them are useless and must run to waste. Some sur-
pluses are wholly imaginary.

We have been advised from Washiugton that our wheat supply this
year is practically on a domestic basis, although in the fall when the
farmers had the wheat they ignored the statements of governmental
officials to that elect,

If there is a surplus, it may be exportable, and it may be non-
exportable.

If it is wheat, it s likely to be exportable.
likely to be nonexportable.

it may be perishable, as the overproduction of tomatoes in Dela-
ware and New Jersey In recent years; or it may be nonperishable, as
the overproduction of eotton in the SBouth this year.

We can not establish one rule of help for the growers of wheat and
not establish the same rule of help for the growers of tomatoes or
cotton.

If It is right to have the Government stand under the one, it Is
only right to have the Government stand under the other.

Who shall say where the Government shall stand?

And who shall say that the Government should stand at all under
any c¢rop, where the growers of that crop have not yet exhausted full

If it is prunes, it is
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opportunities to handle thelr own business in their own way through
their own wisdom ?

The problem of surplus is a huge problem, Much has been sald on
it ; much has been written on it. Men are followlng like sheep where
a few bold voices are heard. They are listenlng to the * easy way
out. They have forgotten that the only permanent relief is the sys-
tem which comes from men themselves, is upheld by the constant ac-
tivity of men themselves, and Is maintained by the responsibility of
the growers themselves. =

If there meeds to be a Federal method for handling the surplus, I
shall favor it, just as I know the President and the Secretary of Agri-
culture would openly favor anything that they believed 1s absolgtely
needed for America.

Does all this mean that I ignore the problem of surpluses? No;
I recognize the problem, but I am trying to find its solution in an
intelligent, permanent way.

1 refuse to believe that it is the surplus which causes all the troubla
in American agriculture, 1 refuse to believe that it is the exportable
surplus which breaks the wheat farmer, when I see that the same
type of problem prevails with the crops that have only a domestic
surplus and frequently with crops that have no surplus at all,

All T ask is a fair chance for the farmers’' own initiative to be ex-
hausted before we ask the Government to carry our burden

Even In the Dbill that the Secretary of Agriculture recommended to
Congress, providing for the creation of a burean of cooperative market-
ing, there is ample provision to enable him to ecall in from time to time
men interested in a specific problem to help find the right way out of
difficulties.

If that were enacted into law, the Secretary of Axriculture could ecall
in all the men interested in the marketing of wheat or other crops
and he covld bave them work out from time to time plans to solve any
temporary or permanent difficulty in marketing, finance, or otherwise,

But he could thus enable them to do this as commodity commissions
or commodity boards without the elements of price fixing by the Federal
Government and without the elements of govermmental control or
Government operation of any major commerclal activity in agriculture,

I am not able to see the need of a Federal method for handling the
surplus as long as cooperative marketing has not been g!veﬁ' its full
fair chance.

If the growers of this land will try cooperative marketing on great
national crops—try it with a full heart—try it with loyalty and wilth
perseverance; and il the real farm leaders of the country will give
more than Iip support to cooperative marketing and will reilly advise
their followers to direct their way behind the movement; and if the
Government, under our President and Secretary of Agriculture, will con-
tinue to give administrative support, then I know that cooperative mar-
keting will solve the problems of the farmers; will enable him to handle
both his domestic sales and his forelgn sales: and will enable him to
adjust supply to demand without fiying In the face of economic truths;
will enable him to buoild up his own prosperlty on his own efforts on
a lasting and solid foundation. 3

1 am confident this will be the result; but if I am proved wrong
by the facts; if the actual results of guch efforts do not meet my
prophecy, then I shall be ready to go to the White House and say,
“We have tried our own way; we have tried to work out our prob-
lems with the strength of our own arms, but we are weak and we are
powerless, and we have failed. Come to our help! Take our business
problems from us; give us returns; give us prices; give us money
to buy our living and we no longer care for our spirit since our need
for bread ia so great.”

I will go with such a message when cooperative marketing has been
proven a fallure, but not before,

Let us stand absolutely behind the President. He has trusted us.
He has adopted our program. Our faith and honor are irrevoeably
committed to the program he adopted at our urgent suggestion.

Commodity cooperative marketing has proved that it will solve
agricultural problems and difficulties, including surplus, so called, when
operated Intelligently and on a sufficiently large percentage of any
given crop. The opportunity to adopt this method is within the reach
of every farmer in this country.

His legal problems have been solved, his eredit problems have been
golved, his organizations have been justly and properly exeepted from
the inhibitions of the antitrust law, successful and unsuecessful ex-
periences have developed to guide him, the bankers, the business men,
the newspapers, the full support of the President and the Government
of the United States are alding him. Moreover, the wisest and most
patriotic leaders of this country, through the institute of cooperation,
with its admirable educational program, are giving him information
and guidance. This council itself, through its system of schools, 1s
glving him encouragement and enlightenment. The textbook commit-
tee, which inecludes in its membership some of the ablest and best in-
formed of our countrymen, i{s preparing a textbook on marketing
which will inform every child in the country upon this question, so vital
to the stability of our institution and the prosperity of ocur country.

What more can be done, except to lend every effort to encourage the
farmer to take advantage of his opportunity and help himself? There
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is nothing seductive or alluring about this program. It is far easier
to tell, in honeyed tones, of some mysterlous formula by which the
Government will take over all the farmers' burdens, by which a Gov-
ernment bureau or commission will overcome drought and flood, hail
and heat, Iaziness and ineptitude, and provide a profit for everything
grown in this country, regardless of all other things and all other
people. But the whole course of human history, the whole body of
philosophy, establishes that there is no governmental substitute for
knowledge, judgment, initlativé, energy, persistence, patience.

I have gone into the struggle to better conditions under which the
farmers must work and produce, because I believe the future of my
country depends in a large degree upon the welfrre of the Ameri-
can farmer. There is nothing but night and death before us if he,
upon whom this hope is based, is not sound, intelligent, energetic, in-
dependent. T believe he is. I pln my faith to the American farmer.
I believe he does not need and does not wish anything but a fair
chance, That, I believe, he now has for the first time. When the
ancient mariners strove against the perils of the sea, there were
sirens who sang sweet songs of peace and ease to them, alluring and
enchanting songs, and those who lstened hearkened to the song of
death.

Those who stopped their ears to the sirens' song and bent to their
oars won through to safety. The farmer has been the backbone of
America because he has been independent, because he has relied on
himself. He bas suffered but he has endured.

I would say to him now, keep that independence, rely on that judg-
ment and initiative, take advantage of the finer opportunity which is
now his; and thus, without risking the loss of spiritual values im-
measurably precious, he will nltimately solve his own problems for
himself,

TAX REDTCTION %

Mr, SMOOT. I ask that the revenue bill, in accordance
with the unanimous-consent agreement, be laid before the Sen-
ate, and that the amendment in Title I1I, relating to the estate
tax, be considered.

The Senate, as in Committee of the Whole, resumed the con-
sideration of the bill (H. R. 1) to reduce and equalize taxa-
tion, to provide revenue, and for other purposes.

The VICE PRESIDENT. The question is on agreeing to the
amendment of the committee to * Title III—Estate tax,” which
has been read.

Mr. FLETCHER. Mr. President, the Senate now has under
consideration the amendment appearing on page 170, in Title
II1, relating to the estate tax, to strike out all of the pro-
visions of the bill as it came to the Senate down to line 2,
page 208, and to insert, on page 208, line 3, down to and in-
cluding line 3, on page 212,

The principal proposition is to strike out the provisions with
reference to an estate tax, and to repeal the present estate
tax law; so that if this amendment is agreed to, so far as the
Federal Government is concerned, we will eliminate this entire
fleld of estate taxes or death taxes.

Mr. SIMMONS. After January 1 of this year?

Mr. FLETCHER. Yes; after January of this year. Early
in the session I proposed an amendment to this bill to that
effect, and on January 5 I had occasion to discuss it at some
length, I will not take up the time to-day reviewing all the
points which might be made in support of this amendment,
but I desire to call attention especially to just a few of the im-
portant reasons why this amendment ought to be agreed to in
the Senate,

I am not combating the wisdom or the advisability of im-
posing death taxes. There are different views on that subject.
Some arguments can be offered in favor of death taxes, and
strong arguments can be offered in opposition to them.

I am not going info that discussion at all so far as the merits
of imposing inheritance taxes are concerned. I am simply con-
tending that it is a field of taxation which ought to be left
entirely to the States and that the Federal Government ought
not to attempt to impose death taxes of any kind, except in
great emergency, like war, especially in the form of estate
taxes. The act of 1924 and the provisions of this bill as it
came to the Senate can not be defended or justified. I am con-
tending that such a course, to wit, resorting to this source of
revenue only in emergency and repealing such laws when the
emergency is over, has been in accordance with the precedents
of our Government and is consistent with the views which the
Government has entertained for all the years. The fact re-
mains that the Federal Government never has attempted to
impose estate taxes except in cases of war or great emergency.

Mr. BORAH. Mr. President, may I ask the Senator a ques-
tion?

Mr. FLETCHER. I yield.

Mr. BORAH. I understand the Senator is opposed to estate
taxes, either State or national,
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Mr. FLETCHER. T have just stated that I was not argning
the question or taking a position against estate taxes so far as
the States are concerned. I am contending that it is a field
that ought to be left to the States and that the Federal Govern-
ment never has attempted to occupy that field except in case of
war or approach of war.

Mr. BORAH. I read the Senator’s argument the other day
and heard part of it. As I understood his argument, he was
oppused to the inheritance tax in principle, whether in the
State or the National Government.

Mr. FLETCHER. I have not so stated. I am simply con-
fining my discussion to the matter before us, which is a propo-
gition for the Federal Government to levy an estate tax or,
rather, to continue the estate tax.

Mr. NORRIS. Mr. President, may I interrupt the Senator?

Mr. FLETCHER. 1 yield.

Mr., NORRIS, I think it would be illuminating to know,
at least T know I should like to know, what the Senator's po-
sition is on the question of the States levying such a tax. I
would like to know, if the Senator will tell us, whether he
is opposed to the States levying an estate or death tax.

Mr. FLETCHER. I am perfectly willing to state my po-
gition in that regard.

Mr. NORRIS. I would be glad if the Senator would do so.

Mr. FLETCHER. I am very glad to do it. My contention
is that it is a question of faci whether the State needs the
revenue from that source or not. It depends upon the con-
ditions in each State, the needs of each State. For instauce,
why insist that a State that has seven or elght millions of
dollars in its treasury, with no bonded indebtedness what-
ever, impose an inheritance tax as a source of revenue? But
a State where there is need of money for governmental pur-
poses, which must be raised by taxation, where they must
resort to all sorts of resources for collecting money, is jus-
tified in imposing an inheritance tax. I believe when it is
found necessary to impose death taxes by the State the suc-
cession tax is the better form, rather than the estate tax, as
we have it here,

Mr. NORRIS. I think I get the Senator's point, but if T
do not I hope the Senator will correct me. The Senator is
opposed to having the State levy that kind of tax unless it is
a matter of emergency and they have to have the money?

Mr. FLETCHER. I do not say it must be a matter of
emergency. I say if the conditions in the State justify taxing
the people of the State in order to raise money for govern-
mental purposes, this is a very good field for the State to
oceupy. I would be in favor of it under those circumstances,
But then it should take the form of a succession tax rather
than an estate tax.

Mr. CARAWAY. Mr. President, may I ask the Senator
a questlon?

Mr. FLETCHER.

Mr. CARAWAY.
thoungh, is it not?

Mr. FLETCHER. Yes. y

Mr. CARAWAY. What has the Congress to do with it whether
the States shall levy an estate tax or not?

Mr. FLETCHER. It has nothing to do with it, and it has
not any authority to dictate to the States in that regard.

Mr. CARAWAY. If we apply such a coercive measure in that
way, why not make California abandon her land laws that
offend the Japanese by saying that California shall have no
participation in Federal revenue unless they do abandon that
law?

Mr. FLETCHER. I propose to come to that later.

Mr. KING. Mr. President, will the Senator yield?

The VICE PRESIDENT. Does the Senator from Florida
yield to the Senator from Utah?

Mr. FLETCHER. I yield.

Mr, KING. Of course, the Senator does not mean by that
that the Federal Government has no power to tax estates within
the State, and particularly now in view of the fact that so
many estates consist of intangibles which may find existence in
loci, if they can be located anywhere in the various States.

Mr. FLETCHER. The Supreme Court of the United States
has declared that this is an excise tax and that it is within
the authority and power of Congress to levy. I accept that as
the legal sitwation, that the Congress has the right to impose
estate taxes and they are classed ag excise taxes.

Mr. KING. Does the Senator mean to say that it wounld be
improper for a State to prefer a tax upon the real estate of
the farmers, imposing a rather heavy burden upon them for
State purposes, instead of receiving some contribution from the
estates of rich persons? s

Mr. FLETCHER. That is entirely for the State to settle
for iteelf. The Federal Government has nothing to do with

I yield to the Senator from Arkansas
That is a question for the State itself,
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it, and no other State has anything to do with what any par-
ticular State may see fit to do in the circumstances.

Mr, KING. I agree with the Senator in that statement.

Mr. FLETCHER. While I say that the estate tax is author-
ized, as the Supreme Court has held, as an excise tax, being a
tax on the transmission of property, which depends altogether
on the laws of the State, the Supreme Court never has ap-
proved provisions, such as are set forth in the pending bill,
that the Federal Government may impose a tax and then
allow a deduction to the taxpayer in the States for 80 per cent
of the amount of the Federal taxes where the States imposes
an inheritance tax. They never have sustained that law, and
I propose to show, if I am allowed to proceed, that that pro-
vision makes the pending bill absolutely unconstitutional, and
in my judgment the act of 1924 is unconstitutional for the same
reason. I believe if the question is ever brought into the courts
they would so hold. -

Mr. KING. I should be glad if the Senator would show in
principle the distinction between the Federal Government col-
lecting taxes, a portion of which come from the estates of
decedents, and paying to the States a portion of that tax col-
lected, and on the other hand the collection of taxes and the
return to the State of very large portions of the sum for pur-
poses which some call within the general welfare, for altruistic
purposes, for philanthropie purposes, for various other pur-
poses that are not clearly within the scope of the Federal
Government,

Mr. FLETCHER. Of course, each instance of that kind
must depend upon the facts and circumstances surrounding it.
That does not answer the problem here, where we are to con-
sider that the Government undertakes to impose a tax not
for revenue at all. The proper disposition of the money after
it is collected is an entirely different matter. It has no au-
thority to impose taxation to promote uniformity of legisla-
tion in the various States or for some other purpose. It has
authority only to impose taxes for revenue purposes and for
the nses of the Government. The very fact that they propose
to levy this tax and then reduce it by 80 per cent shows that
they are not after revenue, The purpose is to exercise the
taxing power to accomplish an object other than the raising
of revenue. Under the gunise of taxation the aim is to dictate
legislative action by the States respecting their tax laws.

Mr. CARAWAY. Mr. President, may I ask the Senator a
question?

Mr, FLETCHER. Certainly.

Mr. CARAWAY. If they could remit 80 per cent, they could
remit 100 per cent?

Mr. FLETCHER. « Certainly.

Mr, CARAWAY. And there is no relation between the ques-
tion suggested by the Senator from Utah, that of the levying
of a tax and remitting it to the States as a tax, and making
appropriations for publie highways, for instance. Those ques-
tions are not related at all.

Mr. FLETCHER. Not at all.

Mr, CARAWAY. They do not rest upon the same authority.

Mr. FLETCHER. What the Senator had in mind would
depend altogether upon the facts and circnmstances surround-
ing each particular instance. The fact is, getting back to
the question suggested by the Senator from Nebraska and the
Senator from Idaho, that in some States nearly 30 per cent
of the revenue is produced from this source—death taxes. In
some States not over 5 per cent of the revenue is produced in
that way. In a few States, Florida and Alabama, for instance,
none, of course, is produced in that way because they have no
inheritance or income tax. In Nevada, after July next, they
will have no inheritance or estate tax. So there will be three
States where no revenue is derived from this source at all, and
the other States derive revenue from it varying all the way
from 5 per eent to 80 per cent of their total revenue, Within
the last five years 27 States have changed their laws with refer-
ence to inheritance taxes, and in every instance the rates have
been increased except in one, California changed her law, but
did not raise the rate.

In 1910 the total amount of revenne received in the count
from inheritance taxes was only about $10,000,000. In 19!
the total amount of revenue derived from death taxes, includ-
ing the Federal estate tax, amount to some $220,000,000. Any-
one who expects or apprehends that an effort will be made to
induce the States to recede from inheritance taxes is mis-
taken, will find there is no foundation for that idea, because
the tendency is all the other way. The tendency is for the
States to reach out after this source of revenue, to increase
their rates to get more revenue from it, increasing their yield
of revenue from this source.

Mr. NORRIS. May I ask the Senator another guestion right
at that point, if he will permit me to interrupt him?
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Mr, FLETCHER. I yleld.

Mr. NORRIS. I think it is true, just as the Senator has
said, that the tendency has been that the States have increased
the rates and some have enacted laws that had none on the
subject before. Does not the Senator think that that very fact
I8 going to drive some of the other States to do what Florida
and Alabama have done and what California is now trying to
do, and that therefore the tendency is going to be, at least with
a large portion of the States, to decrease and to repeal entirely
the estate taxes, so as to invite men to come within their
borders and escape that kind of tax, whereas as to the Federal
tax that could not happen?

It seems to me it is perfectly plain that a contest is going
on which will eventually mean that the estate taxes as admin-
istered by the States will pass out of existence entirely and
that the only power on earth that can make it uniform is the
Federal Government. =

Mr. FLETCHER. Not at all, Mr. President.

Mr. WILLIAMS. Mr, President, will the Senator yield?

Mr. FLETCHER. Let me answer the Senator from Ne-
braska first, please, and then I will yield to the Senator from
Missonri. A

The Senator referred to Florida as having recently taken
the step of eliminating inheritance and income taxes. Florida
never has had an inheritance tax law. Florida has never
Imposed any income tax.

Mr. NORRIS. When did Florida adopt the constitutional
amendment ?

Mr. FLETCHER. Two years ago; but that was simply mak-
ing permanent a policy which has existed ever since Florida
became a State.

Mr. NORRIS. What was the occasion for adopting the
amendment unless they wanted to let the whole country know
that they had to put it in their fundamental law, so they could
not enact a statute-to the contrary, and thus invite wealthy
men to locate there?

Mr, FLETCHER., It was an effort to make permanent a
policy that has existed in the State, in pursuance of views and
practice that existed in the State continuously and always
heretofore. If people are induced to go to Florida because we
had no inheritance or income tax, they have had the same
motive and the same opportunity since 1843.

Mr. NORRIS. Yes; but they did not have the assurance
that the next legislature would not enact that kind of a law.

Mr. FLETCHER. That is quite true.

Mr. NORRIS. They have that assurance now.

Mr. FLETCHER., The fact that it never has enacted such
a law, the fact that there was never any demand for such a
law, the fact that they did not need such a law, the fact that
they did not require these taxes at all for State purposes,
were all outstanding and perfectly well-known facts before.
They did adopt a constitutional amendment prohibiting the
legislature from imposing these taxes in the future. Of course,
that amendment itself might be changed in the course of time,
but it was an effort to make permanent a policy which has
existed there for all these years.

I now yield to the Senator from Missouri.

Mr., WILLIAMS. Will the Senator from Florida inform us
whether it is not true that within the last two years there
has been a constitutional amendment adopted in the State of
Florida which provides that there shall be no Inheritance tax
imposed within that State?

Mr. FLETCHER. Yes; I have just stated that fact; but
I say there never has been any inheritance tax law or income
tax law in Florida.

Mr. WILLIAMS. I quite understand that. Now, suppose
we take the converse of that situation; suppose instead of
adopting a constitutional provision like that the State of
Florida had adopted a constitutional provision or had passed
a mere act of the legislature under which it was provided that
in the State of Florida there should be no more inheritance
as such; that the right of inheritance should be abolished in
the State of Florida; suppose the converse of that situation
were before us, then the Government could not collect an
inheritance tax in Florida?

Mr. FLETCHER. I presume that is correct.

Mr. WILLIAMS. If that is true, then would the Senator
not be opposed to an inheritance tax because it derived its
whole origin from the State? In other words, the subject of
the tax itself is created by the State.

Mr. FLETCHER. Descent and distribution depend on State
laws, not Federal statutes at all. The Federal Government
has nothing to do with them. Laws of inheritance are State
laws, just as the Senator suggests., His position is correct,
and I am glad he mentioned it.

Mr. SIMMONS rose.
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Mr. FLETCHER. Let me answer the Senator from Nebraska
[Mr. Norris] briefly on another point, and then I shall yield
to the Senator from North Carolina.

The Senator from Nebraska suggests the idea of uniform
State laws throughout the country as being desirable, and the
effort being in that direction. I very much doubt, to be per-
fectly frank, if we ever can have uniform legislation in that
regard.

Mr. NORRIS. I agree with the Senator from Florida abso-
lutely in that statement.

Mr. FLETCHER. And I doubt very much if it is desirable
that we should have such uniformity, because, as I have just
stated, the needs of one State are different from the needs
of another State. No State ought to impose taxes on its people
merely for the purpose of taxing them; no State ought to levy
more taxes than it needs for governmental purposes; and the
needs of one State are altogether different from the needs of
another State. Consequently, I do not see how it would ever
be possible to have uniform legislation throughout the country;
and that is the purpose of the legislation pending here, as has
been brought out in the discussion in another body, in the
press, and elsewhere. The whole purpose is not to raise reve-
nue but to promote uniformity of legislation among the States
on the subject of inheritances.

Mr. NORRIS, Will not the Senator from Florida admit
now, since he has admitted that we can not get State uni-
formity, that the only possible way of having uniform legisla-
tion on this subject is by Federal legislation?

Mr. FLETCHER. That does not bring any uniformity at
all; that violates all the principles of uniformity, as I shall
show in a minute.

Mr. CARAWAY. Mr., President, may I ask the Senator
from Florida a question?

Mr. FLETCHER. I ought first to yield to the Senator from
North Carolina.

Mr. CARAWAY. Very well.

Mr. SIMMONS. Mr, President, I wanted to say to the Sen-
ator from Florida that it seemed to me that the objection
raised was that the enactment of such legislation as has been
embodied in the constitution of Florida has given to that
State a great advantage over other States, and it is feared that
if the levying of an inheritance tax is left to the Stafes,
without any interference on the part of the Federal Govern-
ment, similar advantage will be sought by other States. I
wish to ask the Senator from Florida, in connection with that
sitnation and that contention, does he attribute the very re-
markable movement which has taken place in Florida in the
last year or so to the action of his State in providing in its
constitution that there shall be neither inherifance nor income
taxes imposed in that jurisdietion?

Mr. FLETCHER. Frankly, I do not. Anyone who is ac-
quainted with the history of events and the processes of
development that have been going on will know that the
movement in Florida has been proceeding, while not with such
rapidity as within the last 12 or more months, for at least
10 or 20 years back. During all of that period there has been
this movement more or less pronounced into Florida. It has
been growing and increasing as people have become acquainted
with the opportunities and the advantages offered by that
State. In my judgment, one of the main factors which has
brought a wider acquaintance with these conditions and in-
duced the development in Florida and brought ple into
the State has been the improvement of the public roads, open-
ing up and improvement of the highways and the greater use
of automobiles, Last year, for instance, 500,000 people went
into the State of Florida in automobiles. They could not have
done that five years ago. People move from every State in
the Union, and from Canada, in automobiles to Florida; and
they are able to-see for themselves what the State offers. In-
creased transportation facilities generally by the highways, the
railroads and waterways, in my judgment, have contributed
more to promote the development of Florida than has anything
else. These things and the dissemination of knowledge about
the resources, the climate, and other conditions in the State have
prompted the unprecedented migration to Florida.

Mr. SIMMONS. Mr. President, confirming the statement of
the Senator from Florida, I wish to ask him if he does not
know that in the western part of North Carolina, in the
mountainous parts of the State, in ‘the sectlon which is known
as the Hendersonville section of North Carolina, during the
past year there has started a movement almost as large, al-
though not covering so great a territory, in its effect upon real
estate and values as has taken place in Florida?

Mr. FLETCHER. I think that is quite true; and again, I
think that is largely due to the development of highways.
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Mr. SIMMONS.
of highways in the State of North Carolina has contributed
very largely to the immense movement that is going om in
western North Carolina to-day, almost eclipsing the movement
in Florida.

North Carolina, however, Mr. President—and that is the point
I want to make—imposes a very considerable income tax and a
very consgiderable inheritance tax. In fact, the State of North
Carolina does not impose for State purposes any tax upon
property at all, but it raises all the revenue which is necessary
for the support of the State government by inheritance, in-
come, and license taxes; and yet in the western part of my
State there is going on to-day a movemenf within a limited ter-
ritory, probably within a radius of 50 or 75 miles, which is as
great as is going on in the State of Florida.

Mr. FLETCHER. I think the Senator is quite correct about
that. My contention is that is a matter for North Carolina to
determine for herself—how she shall raise her revenue and
what she will do with her money—and that there is no power
in Congress to dictate to North Carolina what her taxation
laws shall be. If we once concede that there is any such au-
thority in Congress there is no limit to which that power may
go, so that, under the guise of taxation, the Federal Govern-
ment may undertake to prescribe what the States shall enact
in the way of tax laws.

Mr. BORAH. Mr. President——

Mr. FLETCHER. 1 yield to the Senator from Idaho.

Mr. BORAH. 1 quite agree with the contention that the
Congress has no power—or, if it has, it is of such doubtful
character that it ought not to be used—to force upon the
States any system of taxation. I do not believe, either, that
it is any part of the duty of Congress to collect taxes and turn
them over to the States; but the question which I want to
present to the Senator is this: Does he see anything unsound
in the contention that great estates, whether a large amount
of taxes is needed or a small amount is needed in a State,
should bear their proportion of the taxes of the State or of
the Natlonal Government?

Mr. FLETCHER. I do not, generally speaking. I have
stated that already; but I submit that it is a matter for the
State to determine whether or not they ought to impose or
believe in imposing any inheriance tax or income tax upon
their people, and not for the Congress. I believe the revenue
for the National Government should be raised by other means.

Mr. BORAH. I should like to ask the Senator another ques-
tion. I think the Senator was overmodest in stating that the
great development in his State was due largely to the auto-
mobile, because the good roads leading out of Florida are just
the same as the good roads going into the State of Florida.

Mr, FLETCHER. 1 think I said that that was one of the
chief factors. I might mention transportation facilities gen-
erally, the increase in rallroad facilities, and the development
of waterways. All of those facilities have brought Florida
close to the main markets of the country and made it accessible
to the 60,000,000 or 70,000,000 people who before had difficulty
in getting in and out of the State.

Mr. BORAH. Really, the key to the development of Florida
is what Divine Providence left down there, is it not?

Mr. FLETCHER. I think undoubtedly the climate is the
chief thing, and is eternal and everlasting and ean not be taken
away from us by Congress or by anybody else. It is because, in
the last analysis, Florida has what the people of this country
want and what they can find nowhere else—and the good Lord
is not making any new territory—hence Florida is coming into
her own and making such rapid progress and enjoying such
splendid development.

Mr. SIMMONS. People are going to Florida, if the Senator
will permit me, becanse of Florida's winter climate, and they
are coming to the mountains of western North Carolina because
of our summer climate. [Laughter.]

Mr. CARAWAY. Mr. President, may I ask the Senator from
Florida a question?

Mr. FLETCHER. 1 yield to the Senator from Arkansas.

Mr. CARAWAY. I do not want the two Benators to imagine
that the Lord hag done something for Florida and North Caro-
lina and done nothing for any other State. I am unwilling that
the two Senators should be so modest as to admit that the
people living in those States have nothing to do with it. I
think there are good citizens in Florida and good citizens in
North Carolina to whose efforts much may be attributed.
However, passing that by, what I wanted to call the Senator's
attention to was the remark of the Senator from Nebraska
that there was no other way to force uniformity of taxation
upon the States. That is the vital question, I think, in the
provision of the House bill which has been stricken omt. It
was an attempt to force uniformity.
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If the Federal Government can force uniformity with refer-
ence to taxation, it can do so with reference to marriage and
with reference to divorce. It could abolish the separate school
system in my State and compel all our children, however re-
pugnant it might be, to attend the same school; and, with all
due respect to the late Senator from Massachusetts, he would
not have needed his force bill at all if this scheme had been
called upon, because the Federal Government counld say that,
unless supervision of elections were permitted by Federal super-
visors, the States should not participate in a certain tax. So
there would be no end to the coercion that could be brought to
bear upon a State if this unthinkable provision should be
adopted by the Senate.

Mr. FLETCHER. T think the Senator is correct about that.

Mr. LENROOT. Mr. President, will the Senator from Flor-
ida yield to me?

Mr. FLETCHER. I yleld to the Senator from Wisconsin.

Mr. LENROOT. Would the Senator say that when the con-
stitutional amendment was adopted in Florida one of the
reasons for it was—and was not that reason stated—to attract
wealthy people to Florida?

Mr. FLETCHER. I never gave any such reason. I do not
know what reasons the real-estate agents may have given.

Mr. LENROOT. I know the Senator did not give any such
reason, but is it not a fact that since then it has been adver-
tised all over the United States that the laws of Florida with
reference to the absence of income and inheritance taxes con-
stitute one reason why Florida should be attractive to people
of great wealth?

Mr. FLETCHER. Very likely; and Florida is, indeed, proud
that she does not have to lay income and inheritance taxes upon
her people. And she invites good people from everywhere and
for all the reasons that may appeal to and satisfy them.

Mr. LENROOT. I should like to ask the Senator one other
question. The Senator said, in response to the Senator from
Idaho, that he thought it entirely just that inheritance taxes
should be levied. If the State of Florida does not need them,
why should they not pay them to the Federal Government?

Mr., TRAMMELL. Mr. President, will my colleague allow
me to ask the Senator from Wisconsin a question?

Mr. FLETCHER. Yes.

Mr. TRAMMELL. Do not other States and other cities ad-
vertise any advantages which they may possess in regard to
taxation? Sometimes they say that the mileage is low and
somelimes they say that real estate is not assessed for taxation
but that the taxes are raised from other sources. They adver-
tise what they consider the advantages of their faxing system.
Has not Florida the same privilege?

Mr. LENROOT. Absolutely.

Mr. TRAMMELL. There is nothing wrong about it.

Mr. LENROOT. And I think it is a very great privilege:
but the senior Senator from Florida undertook to say that the
taxing system did not have any effect upon the growth of
Florida, and that is the point I was making.

Mr, FLETCHER. I have not said that it did not have any
effect. I said that I did not advertise it as an inducement for
people to come to the State. Others no doubt did, and very
prope¥ly. What I mean is that has not been stressed by me
as the important or main reason why people should go to Flor-
ida. I presume likely it has had the effect of attracting people
to the State. But with reference to the Senator's suggestion
that Florida ought to pay her part of the revenue required by
the Government, let me say that Florida does pay her part and
she ig willing to pay her part. This is not a revenue-raising
provision. 1t is practically conceded by the Treasury Depart-
ment that it will cost somewhere near 20 per cent of the entire
revenue derived from this estate tax to collect it. Consequently
the Government will get practically nothing ount of it if the bill
is passed as it is. It will be necessary to keep up the bureau,
the division, the field force, the records, and so forth, and im-
pose this tax. All of those things are paid for by the Govern-
ment to eollect the tax and deduct 80 per cent for the Stafes,
and out of that 20 per cent it will not be possible to pay the
expenses of collection.

Mr. REED of Pennsylvania, Mr. President, will the Senator
yield for a question?

Mr. FLETCHER. I yield.

Mr. REED of Pennsylvania. How does Florida raise the
expenses of the State government? Is it by a tax on personal
property or real property?

Mr. FLETCHER. Real property and personal property and
licenses, and we have a gasoline tax.

Mr. WATSON. Mr. President, does Florida tax bank ac-
counts?

Mr, FLETCHER. No; not as such.
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Mr. REED of Pennsylvania, It is perfectly evident to me
that the State of Florida must collect from its citizens enough
to run its State government. If it does that, and if the citizens
of Tlorida have to pay five times as much inheritance tax as
the citizens of some other State, is it mot obvious that the
citizens of Florida are going to pay a double tax?

Mr. FLETCHER. Precisely; that will follow.

Mr. NORRIS. That would be too bad.

Mr., FLETCHER. I think it would be unfair anyhow. Flor-
ida is willing to bear her proportion of the burdens of Govern-
ment, and she is doing it; but now let us come back to this
proposition——

Mr. NORRIS. Mr. President, before the Senator leaves that
point, let me ask him whether the same argument applies to the
income tax? Because Florida does not levy an inheritance tax
the Senator thinks it follows that we ought not to levy a Fed-
eral inheritance tax. Then, if Florida does not levy an income
tax. ought not we to repeal our Federal income tax?

Mr. FLETCHER. Would the Senator propose to levy an in-
come tax and deduct from it all the income taxes paid to the
States? Would that be a sound proposition, or to deduct 80 per
cent of them?

Mr. COUZENS. Mr. President——

Mr. NORRIS. No: but if we should levy a Federal inherit-
ance tax and say nothing about giving the States anything,
then I suppose the Senator would favor it. If he would, then
I should be glad to amend it in that way.

AMr, FLETCHER. That is not this bill

Mr. NORRIS. Then let us change it. If the Senator and
those who are opposing it on his ground will support it if that
change {8 made, I should be glad to go with them. I should be
glad to levy a Federal tax and say nothing about giving any of
it to the States.

Mr. FLETCHER. Of course that would very greatly im-
prove the bill. There is no guestion about that.

Mr. SIMMONS. Mr. President, in agreeing to the House
bill, as I understand the administration and the Treasury De-
partment do agree to that bill, with this provision giving the
States 80 per cent of the Inheritance tax and retaining just
about enough to pay the expenses of collecting that tax, is it
not admitted that this levy is not needed for the purpose of
obtaining revenue to run the Federal Government?

Mr. FLETCHER. Of course.

Mr. SIMMONS. With reference to the income tax, if the
Senator from Florida will permit me, is it not recognized that
the Government gets the larger part of its taxes for the sup-
port of the Government from income taxation?

Mr, FLETCHER. Yes.

Mr. SIMMONS. And there is no proposition anywhere on
the part of the Government to surrender any part of that
income tax?

Mr, FLETCHER. Precisely.

Mr. LENROOT. Mr. President, will the Senator yield once
more? The Senator is aware that under the Federal income
tax law income taxes paid in a State are deduectible from the
gross income. In Florida, there belng no State income tax,
there is no such deduction., Does the Senator complain of that?

Mr. FLETCHER. We make no complaint of that. It is a
different matter. The deduction in case of income taxes is
from the gross income, not from the tax itself. The deduction
under paragraph (b) is from the Federal tax itself.

Mr. LENROOT. And yet there is the same nature of dis-
crimination, except as to degree, is there not?

Mr. FLETCHER. T do not think the same principle applies.
Let me deal with that for a moment,

This provision of this bill, in my judgment, is unconstitu-
tional; and I refer Senators to section 8 of Article I of the
Constitation of the United States, which provides:

The Congress shall have power to lay and collect taxes, duties, im-
posts, and excises to pay the debts and provide for the common de-
fence and general welfare of the United States; but all duties, im-
posts, and exclses shall be uniform throughout the United States.

The uniformity required has been adjudged to be a territorial
uniformity or a geographical uniformity, and not an intrinsic
uniformity. (LaBelle Iron Works v. United States, 256 U. 8.
302; Billings v. United States, 232 U. 8. 282.)

As a result of this interpretation, taxation has been upheld
although it operates unequally, provided there was found to
exist a reasonable basis for the distinetion in respect to the
persons or the things upon which the law operated; but the
line of cleavage must not be geographical, and the basis of
classification or distinetion must never be territorial.

The uniformity clause was intended to prevent sectionalism
in the exercise of the taxing power.
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Here we have the very worst type of sectionalism—a sec-
tionalism aimed at a sovereign State and a tax law designedly
framed to operate differently within the bounds of three States
of the Union from the way In which it would operate in the
other 45.

As the resnlt of the provisions of paragraph (b), section 301
of the proposed revenue bill, as soon as the Commissioner of
Revenue crosses the State line from Georgia into Florida he
must collect an estate tax materially larger than the law per-
mits him to collect in Georgia, -

Is it not perfectly clear that the principle of uniformity is
violated by these provisions when we think of an internal-
revenue collector standing on the line between Georgia and
Florida, for instance, and over in Floridd collecting, we will
say, $1,000 estate tax, and over in Georgia collecting $750?
Just step across the line and you get this difference, or maybe
more. The Georgia law now, I think, provides for this 25 per
cent deduction as provided for in the act of 1924; and there-
fore the same collector steps over the line in Florida and col-
lects $1,000, and over in Georgia he collects $750 in full settle-
ment of the tax.

Mr. GEORGE., Mr. President——

The VICE PRESIDENT. Does the Senator from Florida
yield to the Senator from Georgin?

Mr. FLETCHER. 1 do.

Mr. GEORGE. It is not material to the Senator's argu-
ment, but I should like to say merely that the Georgia inheri-
tance tax hinges on the Federal tax. It is provided by statute
it]l;ait: it shall not be more than 25 per cent of the amount fixed

1

Mr. FLETCHER. Precisely. Itis based upcen the act of 1924,
I take it. In the territory belonging to Georgia an estate of
$100,000 will pay a certain amount, and in the State of Florida,
across the line, an estate of $100,000 will pay a maferially
larger tax. In the one territory the law will operate very
differently from the way in which it will operate in the other
territory.

The operation of the law in each State is made to depend upon
the policy of that State’s taxing laws. The poliey of a State
is coextensive with its territory, so in the last analysis the
classification attempted by the pending measure is a territorial
or geographical one,

The Congress should take notice of this lack of uniformity
and avoid it. Congress should do what the courts will be com-
pelled to do should the estate tax be enacted as now proposed.

The provisions of the revenue law are framed so as to produce
a certain amount of revenue for the uses of the Government,
and the invalidity of this section of the law would seriously
affect the general scheme,

In speaking of the child labor act, Chief Justice Taft, at
page 39 of Two hundred and fifty-ninth United States Reports,
8ays:

So here the so-called tax is a penalty to coerce people of a State to
act as Congress wishes them to act In respect to a matter completely
the business of the Btate government under the Federal Constitution.

This ease requires, as did the Dogenhart case, the application of the
prineiple announced by Chief Justice Marshall in McCulloch v, Maryland
{4 Wheaton 316, 333), in a much-quoted passage:

“ 8hould Congress in the executlon of its powers adopt measures
which are prohibited by the Constitution; or should Congress under the
pretext of executing its powers pass laws for the accomplishment of
objects not intrusted to the Government; it would become the painful
duty of this tribunal, should a ecase requiring such decision come before
it, to say that such act was not the law of the land.”

In a very recent case, Hill v. Wallace, in Two hundred and
fifty-ninth United States Reports, at page 44, the Supreme Court
said—I read now from page 66:

It is impossible to escape the conviction from a full reading of this
law that it was enacted for the purpose of regulating the conduct of
business of boards of trade through supervision of the Secretary of
Agrlculture and the use of an administrative tribunal consisting of
that Secretary, the Secretary of Commerce, and the Attorney General.
Indeed, the title of the act recites that one of its purposes is the regu-
lation of boards of trade. As the bill shows, the imposition of 20 cents
a bushel on the various grains afected by the tax is most burdensome,
The tax upon contracts for sales for future delivery under the revenue
act Is only 2 cents upon $100 of value, whereas this tax varies accord-
ing to the price and character of the grain from 15 per cent of its
value to 50 per cent. The manifest purpose of the tax is to compel
boards of trade to comply with regulations, many of which can have
no relevancy to the collection of the tax at all

And then, going on, the court quotes from the child-labor
case;
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Out of a proper respect for the acts of a coordinate branch of the

Government this court has gone far to sustain taxing acts as such,
even though there has been ground for suspecting from the weight of
the tax it was intended to destroy its subject. But In the act before us
the presumption of validity can not prevail, because the proof of the
contrary is found on the very face of its provisions. Grant the valid-
ity of this law, and nll that Congress would need to do hereafter in
secking to take over to its control any one of the great number of sub-
jects of public Interest, jurisdiction of which the States have never
parted with, and which are reserved to them by the tenth amendment,
*wonld be to enact a detailed measure of complete regulation of the
subject and enforce it by & so-called tax upon departures from it. To
give such magle to the word *“ tax " would be to break down all com-
gtitutional lmitation of the powers of Congress and completely wipe
out the sovereignty of the States,

And then adds:

This has complete application to the act before us and requirez us
to hold that the provisions of the act we have been discussing can net
be sustained as an exercise of the taxing power of Congress conferred
by section 8, Article 1.

That is directly in point with the matter here bhefore us;
and even in a later decision which Justice McReynolds handed
down, the case of H. B. Trusler, plaintiff in error, against Noah
Crooks et al, decided in the October term, 1925, Justice
McReynolds, speaking for the court, said:

The stipulated facts reveal the cost, terms, and use of * indemnity "
contracts, together with their relation to boards of trade, and indicate
guite plainly that section 8 was not intended to produce revenue but
to prehibit all such contracts as part of the preseribed regulatory
plan. The major part of this plan was condemned in Hill v. Wallace,
and section 3, being a mere feature without separate purpese, must
share the invalidity of the whole. (Wolff Packing Co. v. Industrial
Court, 267 U. B. 552, 569.)

The court said further:

This conclusion seems inevitable when consideration is given to the
title of the act, the price vsually pald for such options, the size of
the prescribed tax (20 cents per bushel), the practical inhibition of
all transactions within the terms of section 8, the consequent impossi-
bility of raising any revenue thereby, and the intimate relation of that
sectlon to the unlawful scheme for regulation under guise of taxation.
The imposition is a penalty and in no proper sense a tax. (Child
Labor Tax case, 250 U. 8. 20; Lipke v. Lederer, 259 U, 8. 507, 561;
Linder v. United States, 268 U. 8. 5.)

So they declared the act invalid. Those principles apply
directly to the situation here. Without taking any more time,
and without going further into the details or citing authori-
ties, T am absolutely confident that the estate-tax provision in
the revenue bill of 1826, passed by the House of Representa-
tives on December 18, 1925, and the estate-tax provision in the
law now in force, the revenue act of 1924, are unconstitutional
and void; that the tax imposed by title 3, estate tax, of this
bill, upon the transfer of the net estate of every decedent
dying after the enactment of the bill, is a duty or excise within
the meaning of section 8 of Article I of the Constitution, and
as such is subject to the rule of uniformity as prescribed by
the first clause of that section.

Third. By reason of the inclusion in title 3 of the proposed act
of the provision, section 301, paragraph (b), allowing a credit
of 80 per cent for estate, inheritance, legacy, and succession
taxes paid to any State or Territory or the District of Colum-
bia, the whole title is rendered repugnant to the uniformity
clause of section 8 of Article I of the Constitution and is void.

1 need not refer further to this clause in the Constitution
and to various cases, such, for instance, as Edye v. RRobertson
(112 U. 8. 580) and Pollock ». Farmers' Loan & Trust Co.
(1567 U. 8. 429).

Fourth. I say that title 8 is an invasion of the rights re-
served to the States by Article X of the amendments to the
Constitution, and for that reasom also Is unconstitutional
and void. I think the case to which I referred—Bailey against
Drexler Furniture Co., decided by Chief Justice Taft (250
U. 8. 20, 86, 37, and 39)—fully sustains the position.

Mr, SIMMONS. Mr. President

The PRESIDING OFFICER (Mr. OvermMaN in the chair).
Does the Senator from Florida yield to the Senator from
North Carolina?

Mr. FLETCHER. 1 yield.

Mr. BIMMONS. My attention was diverted at the time the
Senator was reading that opinion. I am very much inter-
ested in it, and if it would not take much time I would be
happy if the Senator would briefly state what it holds.

Mr. FLETCHER. The opinion in the case of Hill against
Wallace held certain sections of the future trading act in-
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valid. That was one opinion from which I read. The opinion
was based on the ground that the act was an attempt to
regulate, by means of a Federal tax, a business that was
wholly intrastate, The case to which I last referred was the
ease of Trusler against Crooks, decided by Mr. Justice Me-
Reynolds. That related to a paragraph in the same act, and
he held it unconstitutional. I will give the Senator a copy of
that opinion. :

I think these two paragraphs will be construed together, and
that the rule that the whole title is void in Its entirety applles,
under the decision in Warren ». Charlestown (2 Gray 84).

The Supreme Court has said:

It is elemental that the same statute may be in part coustitu-
tional and In part unconstitutional.

There is a provision In this bill, as we usuaily have in all
of our bills, that if one part of a statute is declared uncon-
stitutional that does not necessarily make the whole bill un-
consltii-tutionaL But that provision does not save this title
at a

Mr. GEORGE. Mr. President—

The PRESIDING OFFICER. Does the Senator from Florida
yield to the Senator from Georgia?

Mr. FLETCHER. I yield.

Mr. GEORGE. I wish to ask the Senator If any of the cases
to which he has referred have considered a provision analo-
gous to this partlcular provision of the bill. The Senator will
note that the tax levied is uniform, but that provision is made
for credit against that tax—that is, credit for any amount
paid by any taxpayer in any State on account of a similar tax.
I would like to know, the Senator having gone into the legal
phase of it, whether or not any of the cases deal with precisely
that sitnation. In other words, it occurs to me that here is
uniformity so far as the levy of the tax is concerned, but it is
not uniform throughout all of the States that certain credits
may be allowed. Those credits, of course, are mot uniform,
because every State does not have an inheritance tax. I
wanted to know if, in the Senator's study of this question, he
had thought of that particular phase.

Mr. FLETCHER. My position about that is that whereas
the rates are uniform, as the Senator has in mind, there is a
violation of the constitutional requirement of uniformity,
which means territorial uniformity, and therefore this tax is
not uniform as to all the States, becaunse there are at least
three States that have no inheritance tax at all under which
any deductions can be made.

Mr. KING. Mr. President, will the Senator yield?

Mr. FLETCHER. 1 yield.

Mr. KING. In line with the suggestion made by the able
Senator from Georgia, if I understood him, I call the atten-
tlon of the Senator from Florida to the fact that we have
enacted a number of measures which were discriminatory in
their gifts or contributions to the States. For instance, we
have passed acts by the terms of which if certain States
erected agricultural colleges they should receive certain
grants. Other legislation which comes to my mind now, which
we enacted, provided that if ceriain States would establish in
their universities provision for teaching hygiene and the facts
as to infectious diseases—and that was particularly during
the war—various contributions would be made through the
Public Health Service to those States.

Some States got money for nothing; that is to say, they
obtained contributions from the Public Treasury which were
not obtained by other States, simply becaunse the other States
did not follow the same course which they pursued. It would
seem to me, if I understand the Benator’'s argument, that his
chalienge to this legislation wpon the ground that it fails to
conform to the constitutional provisions as to uniformity goes
a little further than mere territorial uniformity, and that the
suggestion made by the Senator from Georgia and the illustra-
tions which I have given would negative the contention of the
Benator from Florida that it is unconstitutional upon the
ground of lack of uniformity.

Mr. FLETCHER. I think the Senator has in mind onr mak-
ing appropriations conditioned on certain things, which does not
seem to me to apply to this question at all. We must not get
away from this position: The Supreme Court has sustained
this kind of a tax on the ground that it iz an excise tax, a tax
imposed upon the transmission of property, and, of course,
when we reach that point we must recognize that the consti-
tutional provision with reference to excise taxes must apply.
In what sort of a position would we be if New York could
impose certain customs duties upon imports and Florida certain
other customs duties upon imports? We could not stand for
that a moment. That is an excise tax. 8o is this an excise
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tax. We must hold ourselyes to that legal situation and then
apply the constitutional provision, which the Supreme Court
has said means territorial uniformity when it uses the word
“uniform.”

Mr. GEORGE. Mr, President, I was not seeking to enter
into a controversy with the Senator, but I was making the
Inquiry for the purpose of obtaining information. It occurred
to me, just from hearing the Senator’s argument, that when
the tax bill fixes, for Instance, a certain tax upon estates of
$6,000,000 or more, then there is a uniform levy of tax, and
that that uniformity is not destroyed or affected by the fact
that a citizen in one State may have a greater credit or a
lesser credit to be taken from the total of the tax.

I asked the guestion in the utmost good faith, because of this
further fact: Of course, the Congress of the United States must
have notice of any constitutional limitation imposed upon any
State. In other words, the Congress of the United States, at
the time it passes this Dbill, if it does pass it as it came over
from the House, has knowledge of the provision of the con-
stitution of the State of Florida—that is to say, that no estate
or succession tax can be imposed in Florida. Therefore, if the
Congress should pass this bill, with the knowledge that the
Florida citizen could not have a deduction on account of any
payments made by him to the State, for the reason that his
State was forbidden to impose an estate or succession tax,
quite an interesting question would be raised, and I wondered
if the Senator had thought of that particular phase of this
question.

Mr. FLETCHER. I do not know that I quite get what is in
the Senator’s mind with reference to that. My impression
now wounld be, from the statement the Senator has made—
and I am glad he brought out that point—that it would
simply be in deflance of the constitutional provision to attempt
to pass legislation of this kind, kunowing the conditions, as
Congress must know them, as the Senator has said, with ref-
erence to certain States. Congress knows that citizens of
Florida can not enjoy any deduction from this tax, absolutely.
Congress knows that citizens of Alabama can not. But Con-
gress says, * Yon have to do it or you will suffer ; youn will be
penalized.” I do not think Congress ought to attempt to do
that sort of thing at all, and I do not think they have any
power to do it, when it comes to the test of applying the
Constitution to the question.

If paragraph (b) should be stricken out, the situation would
be greatly Improved, I admit, and there might be some sort
of argument for the Federal Government simply holding a fleld
of taxation, which it occupies, and does not want to give up
merely for the purpose of holding it and enjoying whatever
power may come from it. But, if you enact the two together,
even though the court shounld hold that paragraph (b) ought
to fall, it would involve the whole provision, in my judgment,
and the whole title would go with that declaration of uncon-
stitutionality.

Mr. LENROOT. Mr. President, will the Senator yield at
that point?

Mr. FLETCHER. Let me just refer, as I intended to do
sometime ago, to this record with reference to the imposition of
this estate tax by the Federal Government. I refer to the
report of the national committee on inheritance taxation at
page 22:

Althongh a Federal inheritance tax law was passed as early as 1797,
the Federal Government has resorted to this method of raising revenue
only under pressure of emergency caused by war, and heretofore the
taxes have been repealed as soon as the pressure was removed. The
statute of 1797 was repealed in 1802,

Five years.
A second statute was In force from 1862 to 1870,

That was elght years, and that was occasioned by the War
between the States.

A third from 1898 to 1902.

~ That was four years, and that was induced by the Spanish-
American War. In all these instances where the Government
has undertaken to impose an estate tax it has been In the
presence of war, and as soon as that emergency was over the
laws have been repealed. The present statute was enacted
September 8, 1916, and after several amendments still remains
in force. -

This fleld, therefore, in the past, has been left, except in war emer-
gencles, entirely to the States, and the present emcroachment by the
Federal Government serlously affects the Staté revenues. The Federal
Government is better able to give up this object of taxes than are the
States. ,

That is the story. That is the history. Those are the prece-
dents. Why insist now, 10 years after we began the taxation
and over 7 years affer the war was ended, upon continuing
the legislation upon our statute books? We never have done
it in all our history before.

Mr. LENROOT. Mr, President——

The PRESIDING OFFICER. Does the Senator from
Florida yield to the Senator from Wisconsin?

Mr. FLETCHER. I yield.

Mr. LENROOT. The Senator, of course, agrees that the
inheritance tax was levied in 1916, a year before the war
began, does he not?

Mr. FLETCHER. The war began in 1914,
thMr. LENROOT. Not our war. We were not in the war

en.

Mr. FLETCHER. But the war was on in 1914. I was over
there when it started and I know.

Mr. LENROOT. Then does the Senator make the claim that
if Great Britain and Turkey should get into war to-morrow
we would be justified in levying inheritance taxes?

Mr. FLETCHER. Oh, we were looking ahead in 1916, as we
lllgil'{a right to look ahead. That act was to provide taxes for

Mr. LENROOT. Of course we were looking ahead, and yet
the total expenditures of our Government in 1916 when we
levied the tax were not nearly so great as they are to-day.

Mr. FLETCHER. We started with a mild tax.

Mr. LENROOT. And the reason why they are greater to-day
is because we have not yet paid for the war. Why does the
Senator say the emergency is over?

Mr. FLETCHER. The committee have here framed a bill en-
titled “A bill to reduce and equalize taxes.” You are telling
the people that the very object of the bill is to reduce taxes.

Mr. LENROOT. And the bill does reduce taxes.

Mr. FLETCHER. But the Federal Government does not
need the revenue. The department will tell the Senator, I ex-
peet, that with these provisions in the bill we will not derive
enough revenue from these taxes to much more than pay the
expense of collection.

Mr. LENROOT. Oh, I beg the Senator’s pardon. The de-
partment will tell us nothing of the kind.

Mr. FLETCHER. I do not know what they will say, but I
am gatisfled from the figures that were given—and I am con-
vinced from the information we have—that it will cost prac-
tleally within a few million dollars of what we will collect to
make the collection, Of course in these days when we get to
talking about a million dollars I am lost. I do not know
what a million dollars is, but within a few million dollars—
what we call small change when it comes to raising revenue of
$4,000,000,000—of the total amount collected will be the cost of
collecting this tax under the revenue bill that is now before us.

Mr. LENROOT. The Treasury makes no such estimate, but
entirely on the contrary,

Mr. FLETCHER. What do they estimate?

Mr. LENROOT. Two per cent is what it has cost.

Mr. FLETCHER. And we do not get very much revenue
from it now?

Mr, LENROOT. Oh, over $100,000,000.

Mr. FLETCHER. That is less than we have been getting?

Mr. LENROOT. 1t cost us $2,000,000 to collect that
$£100,000,000.

Mr. FLETCHER. Then the Senator proposes to collect
£100,000,000 and give $80,000,000 of it away? He would only
have $20,000,000 to cover the total expense of collecting it.

Mr. KING. Mr. President, will the Senator yield?

The PRESIDING OFFICER. Does the Senator from Florida
yield to the Senator from Utah?

Mr, FLETCHER. I yield,

Mr. KING. I hayve an amendment proposing to reduce the
80 per cent to 25 per cent; that is, to restore the existing rate.
Personally I would prefer a low inheritance or estate tax by
the Federal Government with no return or eredit to the State.
I am in sympathy with the argument of the Senator that we
ought not to collect money through the taxing power merely for
the purpose of returning it to the States, or for the purpose of
enforcing uniformity. That argument to me is unsound and
fallacious and a wholly improper argument. But I have offered
the amendment reducing the 80 per cent, as provided in the
House text, to 25 per cent. I adopted 25 per cent because I do
not believe that I could secure the approval of an amendment
that made no provision for returning anything to the State and
because it is existing law, and with the hope that in the next
year or two the situation may be so clarified that we may deter-
mine just what Is wise to be done. I have in view the recom-
meydatlons of the tax commission which has been function-
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ing for many vears, and which has consldered the subject with a
great deal of earnestness and ability, and has made certain
recommendations with which the Senator is familiar, among
them being that at least for six years there should not be a
repeal of the estate tax,

Mr. FLETCHER. Their first impression was that the Fed-
eral Government ought to retire entirely from the field, that
they ought not to continue this law and the imposition of estate
taxes, and then they finally thought perhaps we ought to con-
tinue for six years. That was not the unanimous vote of the
commission, but a majority favored a leeway of six years before
the Federal Government actually retired. Really they favor
leaving that field of taxation entirely to the Btates.

Mr. KING. I think perhaps that is true. I think that gsome
members of the commission are in favor of the abolition of In-
heritance taxes absolutely, not only in the field of the existing
Federal law but also the repeal of State laws which provide
inheritance or death taxes. There are some members who
took a different view. DBut in view of the complexity of the
State legislation, its many incongruities and inconsistencies and
the injustices which follow, the fact that there are isles of
refuge being established, and among them the most beautiful
being the State of Florida, and in view of other questions
which T shall not intrude now upon the time of the Senator to
discuss, they reached the conclusion that it were better for at
least six years not to repeal the Federal estate tax law. It
does seem to me we could very properly follow the admonition,
or at least the recommendation, of the tax commission in deal-
ing with the subject to-day. I am not in sympathy, howerver,
with their view, as I recall their view, that we should credit
80 per cent back to the States.

Mr. FLETCHER. I think that originated in the fertile brain
of somebody who had some idea that it would tend to promote
uniformity of legislation in the States, and that was the pur-
pose of the device. In my judgment, it vitiates the whole title.

I want to make one more point and then I am going to yield
the floor, and that is that Title IIT is void in its entirety. The
courts wounld not simply hold that paragraph (b) is void, but
would hold that the whole title is vold if the question should
be raised before it. T cite as to that proposition what Chief
Justice Shaw said in Warren against Charlestown :

It is clementary that the same statute may be in part constitu-
tional and In part unconstitutional; and, if the parts are wholly inde-
pendent of each other, that which is constitutional may stand, while
that which I8 unconstitutional will be rejected. And in the case before
us there 18 no gquestion as to the validity of this act, except sections
27 to 87, inclusive, which relate to the subject which has been under
discussion ; and as to them we think the rule laid down by Chief Justice
Shaw in Warren v, Charlestown (2 Gray, 84) is applicable—that if
the different parts “are so mutually connected with and dependent
on each other, as conditlons, coneiderations, or compensations for each
other, as to warrant a bellef that the legislature intended them as a
whole, and that if ell could not be carried into effect the legislature
would not pass the residue independently, and some parts are uncen-
stitutional, all the provisions which are thus dependent, conditional,
or connected must fall with them.” Or, as the point Iz put by Mr.
Justice Mathews in Polndexter v, Greenhow (114 U, 8. 270, 804 ; 5 Sup.
Ct. 808, 962) : “ It is undoubtedly true that there may be cases where
one part of a statute may be enforced as constitutional and another
be declared inoperative and vold because unconstitutional; but these
are cases where the parts are so distinctly separable that each can
stand alone, and where the court is able to see and to declare that
the intention of the legislature was that the part pronpunced valld
gshonld be enforceable, ¢ven though the other should fall. To hold
otherwisge would be to substitute for the law intended by the legislature
one they may never bave been willing, by itself, to enact.”

Applying those rules to the legislation now pending, it must
fall. The purpose here is to promote uniformity. One way of
accomplishing it and the selected way of accomplishing it as
devised is to insert paragraph (b), which provided a deduc-
tion of 80 per cent of the Federal tax where an inheritance
tax is paid in the State, and the two go together. The pur-
pose is there; the purpose could not be accomplished withount
the two going together; and if paragraph (b) falls, the whole
title must fall; and therefore I say that the committee amend-
ment ought to be adopted repealing all estate tax laws, striking
out Title III.

Mr, SIMMONS. Mr. President, may I interrupt the Senator
a moment?

My. FLETCHER. I yield to the Senator from North Caro-
lina.

Mr. SIMMONS. Camouflage the situation as anyone will, I
think it is generally understood—certainly it is very clear to
me—that the purpose of retaining the inheritance tax is ot
to raise revenue to mect the necessary expenses of the Gov-
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ernment, but it is for the pwrpose of enforcing uniform legis-
Etion on the part of the States with reference to inheritance
xes.

The Senator probably knows that the governors of thirty-odd
States appeared before the Ways and Means Committee of the
House, urging that the Federal Government retire from this
field of taxation and leave it entirely to the States, That
proposition and that insistence on the part of the governors
of the several States was met by the Ways and Means Com-
mittee of the House with the proposition that they would so
adjust the provisions of the bill as to give four-iifths of the
entire receipts derived from the Federal inheritance tax to
the States in order to induce them to conform their laws to
this requirement of the United States Government, to bring
about uniformity in the State laws. That was the purpose.
My understanding is that the Government will realize net but
very little revenue from the tax, and that this tax Is not being
advocated for the purpose of revenue but for the ulterior pur-
pose of enforcing uniformity in taxation of inheritances by
the States.

Again, the Senator sald that we have never resorted to this
form of tax exeept in cases of great pressure resulting from
war, The Senator should have said “from war or threats of
war,” In 1798, when we levied it, we were threatened with
war between this country and France, and to be prepared for
that possibility it was found necessary to raise an additional
amount of revenue, and we resorted to an Inheritance tax. In
1916 we were not at war with any nation upon the earth, but
a war was raging in BEurope In which it was feared that we
might be drawn. The public mind was apprehensive, There
was a demand from one end of the country to the other that
we shonld put ourselves in a state of preparedness. It was the
preparedness argument that started the Government upon un-
known and unheard-of expenditures at that time. We in that
emergency enacted the law of 1916 imposing a tax upon
inheritances.

It is true that in the year 1916 our expenditures were not
very much greater than they were in the preceding year.

But that tax was not levied to raise revenue for the year
1916; it was levled for the purpose of raising revenue for the
year 1917, in order to meet the extra expense that we recog-
nized would be entailed upon the Government as the result of
the preparedness program. It was in 1917, therefore, that the
Federal inheritance tax began its operation.

What happened in 1917? 1In 1917 our- expenditures, by
reason of the preparedness program, rose from $741,000,000 for
the year 1916 to $2,086,000,000 for the year 1917. Even after
the imposition of the inheritance tax our receipts were during
that year only about half sufficient to cover our expenditures.
I wanted to make that clear to the Senator.

Mr. FLETCHER. I am very glad that the Senator brought
those figures out.

Mr. LENROOT. Mr. President, may I interrupt the Senator
just once more?

The PRESIDING OFFICER. Does the S8enator from Florida
yield to the Senator from Wisconsin?

Mr. FLETCHER. 1 yleld.

Mr. LENROOT. Is it the position, then, of the Senator from
North Carolina that it is proper to levy an estate tax in an-
ticipation of war expenses, but that it is wrong to levy one
when the expenses have been incurred and not paid?

Mr. SIMMONS. Mr. President, if the Senator from Florida
will pardon me, we anticipated this heavy expenditure, and it
was even heavier than we anticipated. We levied the tax to
inerease our revenue for 1917 from S8782,000,000 in 1916 to
$1,124,000,000 in 1917; but even after we had increased our
levy, almost doubling the amount of the fax that we raised in
1917, our revenues fell short by £1,000,000,000 of meeting the
inereased expenditures of the Government as the result of our
entrance upon the program of preparedness for what we antici-
pated possibly might be impending.

Mr. FLETCHER. Mr. President, the Senator from Wiscon-
gin [Mr. LExroor] of course does not intend to say that we are
not now engaged in a program of reducing taxes. We are not
keeping up the high levies, the war duties, or anything of that
kind, but we are in this bill reducing the war taxes all along
the line.

Mr. LENROOT. Yes; and this bill does propose to reduce
the estate taxes, but the Senator wants to wipe them out alto-
gether. He does not, however, propose to wipe out altogether
taxes on incomes of $5,000 or $10,000 a year. Why does he noi?

Mr. FLETCHER. I think we onght to wipe this tax ont,
as I have undertaken to say, because we never have in all of
our history imposed this specles of taxation npon the people
except in some great emergency. The first law for this pur-
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pose was passed in 1797. The bill to which the Senator from
North Carolina [Mr. Simamoxs] referred in 1916 was passed in
September to provide taxes, as he has stated, for 1917,

Mr. SIMMONS. And I want to remind the Senator also
that we have never considered the income tax as an emergency
tax. It is the inheritance tax which we have treated as an
emergency tax,

Mr. FLETCHER. We adopted a constitutional amendment
for the purpose of providing for income taxes, but this does
not come under that constitutional provision. This is not an
income tax. This is a tax on capital, pure and simple.

Mr. LENROOT. No; the Senator does not mean that.

Mr. FLETCHER. It is an emergency tax. I have already
discussed that, and I will not take up more time about it. We
failed to repeal the inheritance tax law which was enacted in
a ftime of emergency after a reasonable lapse of time; we
waited longer about repealing it than we ever have any statute
of the kind in the past. I submit, Mr. President, that there is
no need to undertake to pass legislation of this kind. In my
Judgment, the courts are just as certain to declare it to be un-
constitutional as they are certain to declare the act of 1924
to be unconstitutional if the subject shall be brought to their
attention, as, of course, it will be. )

Mr. SIMMONS, Mr, President, in effect, this is a tax upon
capital, and a direct tax upon capital. There is but one thing
that removes it from the constitutional inhibition against
the Federal Government's levying a direct tax upon capital
except through apportionment among the States, and that is
that the Htates, forsooth, have established a system of in-
heritance taxes based not npon the fact that a decedent owned
S0 much property but based upon the fact that the State has
conferred upon the decedent the right to bequeath his prop-
erty, has conferred upon the heirs of the decedent the right
to inherit his property,-and the State levies the tax upon the
privilege. The Federal Government says, “I have a right to
take advantage of that privilege, and I impose this tax upon
the privilege of succession and ‘nheritance.” So the Federal
Government, by taking that position, has avoided what other-
wise would have been a constitutional inhibition. If there
were no such excuse for levying this tax upon the part of
the Federal Government, then it would be a direct tax upon
property; and it would be unconstitutional unless the Fed-
eral Government provided for its apportionment among the
States. It is, in effect, a tax apon capital, and a tax upon
nothing but capital. It is a tax of a certain per cent on the
value of the property left by a decedent at death, and in that
sense it is a direct tax upon property.

The Federal Government, however, was able to protect it-
gelf against the claim of unconstitutionality by asserting that
it was a mere tax upon the privilege of succession or in-
Leritance.

Mr. KING and McLEAN addressed the Chair.

The PRESIDING OFFICER. Does the Senator from Florida
yield ; and if so, to whom?

Mr. KING. As I first addressed the Chair, I think I have
the floor. 1 desire to take the floor, but I will yield to the
Senator from Connecticut.

Mr. McLEAN. I do not care to take the floor for a speech,

but before the Senator from Florida [Mr. FLETCHER] closes |

1 should like to offer a suggestion o him. If however, the
Senator from Utah [Mr. Kine] desire to discuss this subject
at some length, I will not interrupt Lim.

Mr. KING. I am willing to yield to the Semator from Con-
necticut in order that he may propound his question.

Mr. McLEAN. I am very much interested in the position
which has been taken by the Senator from Florida [Mr.
Freroner.] and the Senator from North Carolina [Mr. Siu-
moxs], which is entirely correet in my opinion. SBtrictly,
perhaps, an inheritance tax is not a tax on ecapital, but it
seems to me, by whatever process you flank the Constitution
as a matter of fact it is a direct tax on capital in its effect.

Mr. KING. Mr. President, will the Senator yield?

The PRESIDING OFFICER. Does the Senator from Con-
necticut yield to the Senator from Utah?

Mr. McLEAN. 1 yield.
Mr. KING. Is not a tax upon all property in effect a direct
tax? Take, for instance, the unoccupied real estate in the

Senator's State.

Mr. McLEAN. I have not finished my point. We pretend
that we want fo tax ability to pay. I think we not only
should pretend fo tax ability to pay, but should confine our
taxes as far as possible to ability to pay. That means that
we must in a large measure tax profits. When we impose an
inheritance tax we impose it regardless of ability to pay on
the part of the man who pays the tax.
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A son who inherits a large property, a going concern, a
mercantile establishment, or a fuctory thinks he has inherited
great wealth possibly, but, if the factory is running at a
loss it is worth less than nothing to him unless he disposes of
it at a great sacrifice. The rvesources of the inheritance tax-
payer are frequently weaker than those of the devisor or
person from whom he inherited the property. A son who
Inherits a property may be young, or the person who inherits
may be the widow; the property inherited may be an apart-
ment house or a hotel or a factory; and, perhaps, there is
not the previous efficiency of management; there is not the
superintendence; there is nobody to take=care of it possibly,
unless some one is called in from outside for that purpose.
To pounce upon that property and impose a heavy tax, if it
comes at a period when no profits are being made, frequently
may result in serious consequences. I submit that we are
violating the principle upon which we base our Federal taxes—
namely, taxing profits or capital gains or incomes which rep-
resent profits.

There is one other point to which I wish to call the atfen-
tion of the Senator from Florida.

Mr. FESS. Mr. President, will the Senator before he leaves
this matter allow me to interrupt him?

Mr. McLEAN. Yes.

Mr. FESS. T see the problem, I think, as the Senator from
Connecticut does, that an inheritance tax in its result is a
capital tax, and legislation that attempts to relieve the situa-
tion so as not to make too great an invasion on the use of the
capital shows that the legislator has looked upon it as a
capital tax. But this is what bothers me: It is certainly a
system of taxation that is well established’in many of the
States and certainly in Europe; and although it appears to me
that the Senator from Florida is entirely consistent, being
opposed to all estate taxes, both Federal and State——

Mr. McLEAN. That is the point I am coming to next.

Mr. FESS. Yet as it is a system of taxation well estab-
lished, which would be the better plan to accept?

Mr. FLETCHER. Mr. President, may I say to the Senator
that I am making no quarrel whatever with anybody who
favors an inheritance tax in the States. It is a matter for
each State to settle for itself. Many States impose it; many
States favor it; and many people favor it. 1 am making no
suggestion even about that. I am only saying that it is a
question for each State to settle for itself, and 1 am saying that
the Federal Government never has attempted to impose this
kind of a tax except in case of war or to meet a great emer-
gency, and as soon as the emergency was over invariably it
has retired from the fleld and repealed the legislation. That
is the history of it from 1797 down to date.

Mr. KING. Mr. President, I will say to the Senafor, as I
think I have the floor in my own right——

Mr. McLEAN. Mr. President, I should like to answer the

| question propounded by the Senator from Ohio.

Mr. KING. I beg the Senator’'s pardon.
through.

Mr. McLEAN. No; I had not finished, and I shall be obliged
if the Senator will indulge me about three minutes more.

Mr. KING. Very well.

Mr. McLEAN. It was stated here the other day by several
Senators, and I think the Senator from Nebraska [Mr. Nogris]
stated, that the inheritance tax was recognized by all of the
anthorities as a wise and just system of Federal taxation.
I have read some of the authorities on this subject, and I find
that one authority—and I think we will all recognize that he
is a high authority; I refer to Professor Seligman—is directly
opposed to the imposition of a Federal inheritance tax.

Mr. FESS. And no Senator on the floor is better informed
on the subject than the SBenator from Connecticut.

Mr. LENROOT. Professor Seligman has changed his mind.

Mr, McLEAN. He may have changed his mind. I have
here, however, the latest edition of his work on the income tax.

Mr. KING. Who is the author of it?

Mr. McLEAN. Professor Seligman.

Mr. KING. Professor Seligman has argued in favor of it
recently before the committee—

Mr. LENROOT. Yes.

Mr. KING. And he made a very full and complete speech
recently in the tax conference affirming his belief in it

Mr. McLEAN. Let us see how consistent he is. He is dis-
cussing the income tax of 1894. Senators will remember that
at that time we imposed a 2 per cent income tax on all incomes
execeeding $4,000,

Mr. FESS. Was that when the income tax was pronounced
unconstitutional ¢

I thought he was
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Mr. McLEAN. Yes: and In that tax there was included a
tax at the same rate on gifts or inheritances; that is, at that
time a gift or an inheritance was considered as income. The
professor devotes two pages to a discussion of the inberit-
ance tax as a proper Federal tax. He may have modified his
opinion sinee that time, but I think that the discussion of the
subject in his book is much sounder than any opinion he has
expressed recently.

I quote:

The third objectiom is one to which we have already alluded, the
incorporafion of an Inheritance tax Into the income tax law. It was
diseussed above rather=from the polnt of view of the theory of income.
To say, however, that-the inclusion of inheritances is unscientific does
not settle the guestion whether it was correct to tax inheritances as
such.

It is, after all, immaterial whether the law provides for a separate
inheritance tax or whether it is made a part of a nominal income tax.
The real question is, Was it wise to impose an inheritance tax at all?

To answer this query it is necessary to consider the relations be-
iween Federal and State taxes. From the very origin of our Govern-
ment it has been the practice to make a difference between the two and
to apportion to each government eertain sources of revenue upon which
the other should not encroach. This principle has been violated only
in some periods of extraordinary emergency, or at other thnes in some
minor legislation, as, for instanee, in the case of the whisky taxes in
Delaware and Kentucky, which confliet with the national internal-
revenue system. But the introduction of the Inheritance tax, even In
the modifled form of a tax on successions to personal property only, Is
a serlous break with this principle of differentiation or segregation of
souree,

I ask the Senate to pay particular attention to this:

One of the chief steps in the reform of American finance has been the
growth of the Inheritance tax as a Commonwealth tax and its devel-
opment, together with the corporation tax, as a main, or in some cuses
almost an exclusive source of Commonwealth revenue, thus permitting
the other sources of revenue o be relegated to the local divisions. The
fmposition of a Federal inheritance tax, while perfectly justifiable in
ftself, would tend to check this salutary development,

That is, the development of the State taxes along the line
of the inheritance tax, the corporation tax, and the license tax.

It would supply the Commonwealths with a reason for not adopting
the Inheritance tax as a source of State revenue and it would render far
more difficult a rounding out and logical arrangement of the entire
tax system.

It may be said that just as an income tax is far better as a national
than as a State tax, because s0 many complicated questions of domi-
cile and double taxation are avoided, so in the same way, and largely
for the same reasons, a Federal inheritance tax is preferable to a State
inheritance tax. But even if this be true, the advantage is dearly pur-

. chased at the cost of an entire reversal in the march of progress toward

a consistent and logical revenue system for the entire country, It may
be possible to find some method of filling the gap created in the Com-
monwealth tax system. But it seems a pity, to say the least, to check
a promising movement when the difficulties of making any changes at
all are so great as in the local tax systems of the United Btates at
present.

I do not care what the professor has said since then; it
seems to me that his position taken in 1914 is absolutely sound.
If we are to encroach upon the powers of the States in seenr-
ing their revenues by insisting upon an inheritance tax, we
are disarranging and so interfering with the logical and sane
adjustment of this gquestion that in my judgment the time will
come when we shall have to stop the assessment of inheritances
by the United States.

Mr. SIMMONS. Mr, President, will the Senator pardon me
just a minute?

Mr. KING. Certainly.

Mr. SIMMONS. At that particular point I desire to say
that so far as I am concerned—and I think that was the idea
of the governors in coming up here to petition the Ways and
Means Committee against levying a Federal inheritance tax—
I am actuated by the same prineiple that they were, not to
relieve wealth of this tax. I think it is a proper source of
revenue. It has been fruitful for the Government in the
emergency through which we have just passed. It is a fine
gource of revenue to the States; but if the Government con-
tinues its heavy levy, to that extent it makes it unavailable
to the States, and the States have been forced by reason of the
high Federal inheritance tax to reduce their inheritance levies
to & minimum. The Federal Government needed this tax at
the time it imposed it. It would not have imposed it unless
it had needed it. The history of this tax, so far as it has been
imposed by the Federal Government, is that it has been im-
posed only when the Government actually needed revenue be-
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cause of some tremendous and unusnal demand upon the Publie
Treasury, such as war or preparedness in prospect of war.
Now, the need for it, so far as the Government is concerned,
has passed. The States need for this revenue, thelr need to
resort for increased taxes to this revenue, is just as much
accentuated by the conditions that exist in the United States
to-day as the demands and reasons of the Government for
levying it were accentuated by the conditions that existed
when we were about to enter the war with Germany.

Mr. McLEAN, The Senator reminds me of an illustration
which I should like to insert here. Take the corn States, about
which we hear so much at the present time—the seven corn
States that need rellef. Their bonded indebtedness in 1912
was $700,000,000. In 1922 it was $1,700,000,000, and I presume
to-day it is $2,000,000,000. If they can borrow that money at
4 per cent, there are $80,000,000 of taxes which they must get
somehow to meet the interest charges on their bonds. In the
last census the assessed value of the visible property in those
seve.L Btates was $80,000,000,000. That property, we must as-
sume, is taxed, and if the rate were 15 mills upon the dollar—
and I think that is a low average in most of those States—yon
have §1,200,000,000 to raise in direct taxes imposed upon the
real property in those States, and if you add the $80,000,000
interest you have $1.280,000,000. Now, Mr. President, if we
ingist upon this inheritance tax and deprive the States of re-
sorting to it, it seems to me that thé farmers throughout this
counfry are bound to suffer by an increase of direct taxes upon
their real property.

In my own State we ralse our State revenues from corpora-
tion taxes, license taxes, and inheritances. We have an in-
heritance tax. We have not resorted yet to a direct tax on
real estate for the purpose of paying expenses, but if we are
deprived of the privilege of this inheritance tax we may have
to resort to a State tax upon our real estate. That hits the
farmer; and I can not conceive how the gentlemen who are
interested in the farmers of the country, the great agricultural
interests, can insist upon a continuance of this Inheritance tax,
becanse it seems fo me that it must be reflected in an addi-
tional tax upon real property.

Mr, SIMMONS. And every cent that the States will realize
from this tax will reduce the ad valorem tax of the farmer,
the laborer, the small hooseholder, and the small business man
to that extent.

Mr. KING. Mr. President——

Mr. SIMMONS. If the Senator will pardon me just one
word, what I wanted to say to the Senator a little while ago
was this:

The Federal Government now proposes, as I understand, sub-
stantially to retire from this field of taxation for revenue pur-
poses. It does not need to resort to it any longer. The States,
however, as I said a little while ago, by reason of conditions
that have been created largely as a result of the late war,
need it as they never needed it before. Everybody knows that
all the States of this Union within the past five or six years
have entered upon vast schemes of internal improvement, some
of them made absolutely necessary by new conditions growing
out of new inventions and development. When we did not have
the automobile the rural population were getting along very
well with the old-fashioned dirt road. When the automobile
came it made it absolutely necessary, if we were to take advan-
tage of this improved method of fravel and transportation, for
us to enter upon the great and extensive work of building hard-
surfaced roads throunghont the country. In order to do that
an enormons burden is entailed upon the States, the counties,
and the munieipalities—the counties in building county roads,
the States in building State roads, and the towns in building
paved streets—and that fact alone, If we were not to consider
the other modern improvements that the States have recently
entered upon that they never thought of before, has enormously
increased the burden of local taxation.

If all of that money has to be raised by ad valorem taxes
imposed upon every acre of land and every little home and
every little business in this country, it will be oppressive and
burdensome to the last degree. Now, then, we have this situa-
tion: The Govermment does not need this source of revenue for
the purpose of meeting any emergency and it has resorted to it
heretofore only in order to meet an emergency; but the States
have an emergency growing out of present conditions just as
great for them as was the emergency which war imposed upon
the Federal Treasury. What I am insisting upon is not, as
some Senators upon this floor have seen fit to contend, to untax
wealth, to untax the States. What I am insisting upon, and
all I am insisting upon, is that we transfer this source of
revenue from the Federal Government, which does not need it,
to the States, which do need it.

Mr, WILLIS, Mr. President—
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The PRESIDING OFFICER (Mr. Bavarp in the chair).
Does the Senator from Utah yield to the Senator from Ohio?

Mr. KING. I have been yielding for half an hour; but
I will yield to the Senator.

Mr. WILLIS. Very bLriefly, I just wanted to pursue the
argunment that has been made just now by the Senator from
North Carolina and the Senator from Connecticut.

This complaint is heard—at any rate I hear it—that our
efforts, and successful efforts, to reduce Federal taxation do
not to an appreciable extent reach a great many of the people
who areé now complaining about the excessive burdens of taxa-
tion. They do not know just how it comes. They read in the
papers that we reduced taxation $300,000,000 a year, but
somehow it does not show upon their tax receipts,

As the Senator from North Carolina and the Senator from
Counnecticut have pointed out, if the Federal Government is
to seize upon this source of revenue, not only in time of emer-
geney but permanently, then it is absolutely inevitable that
local taxation must be increased to meet the increased ex-
pens=es of the States and various municipalities, the counties,
and so forth,

On the other band, if this Is held simply as a fund to which
access can be had in case of emergency, then it 1s left the
States, and they may have access to it, and the inevitable
result will he, if they utilize that resource, that it will tend
to lighten the burdens of loecal taxation and thus afford the
remedy that we are all trying to afford.

Mr. SIMMONS. Everybody would get the benefit of it.

Mr. WILLIS. Absolutely.

Mr. KING. Mr. President, one of the most controversial
provisious in the pending revenue measure is that dealing
with estate taxes. Divergent views anre taken by the House
amg Senate, the former declaring for a modifled form of estate
taxes, the latter insisting that the Federal Government shall
collect neither inheritance nor estate tuxes.

There are some Senators who believe that estates should
be taxed, but that the States alone should exercise the right
to tax them. There are others who insist that the Federal
Government should enter this field of taxation, both in days
of peace and in times of war, and derive a portion of its
revenues therefrom. Throughout the country divergent views
exist respecting this subject, and it Is evident that there is a
growing sentiment ‘against the Federal Government imposing
inheritance or estate taxes except in a national emergency.

This feeling is in part doe to the fact that the growth of

the States, und the more complicated industrial and social
conditions, devolve upon them greater burdens and obliga-
tions. The resnlt is that annunal expenditures are inecreasing,
and the sources of taxation are not enlurged. The States are
spending hundreds of millions of dollars for roads and schools
und internal improvements and other activities which they
regiard as important for the happiness and welfare of the
wople,
! I have sometimes felt that the States and thelr municipali-
ties, and other political subdivisions have been entirely too
prodigal in expenditures and have assumed obligations not
warranted and in many instances wholly unjustified. And
there are evidences that many appropriations have been ex-
travagant and wasteful. The readiness with which State and
municipal securities have been marketed has, in my opinion, led
to many improvident undertakings and to many unwise, if not
foolish, expenditures.

The bond issues which have been put out during the past few
years by the States and their political subdivisions amount to
a stopendous sum and compel the conclusion that the entire
country is suffering from a feverish malady which leads to
excesses of varions forms, and departures from the safe and
sonnd paths of thrift and industry which have been regarded
as attributes of American character. The war produced a
frenzied condition, and the inflation bLoth in currency and
credits has  contributed to this unnatural condition and
strengthiened the disease which manifesis itself in extrav-
agance and prodigality in public as well as in private life.

Undoubtedly there are reasons why the Federal Government
shonld not resort to the estates of decedents for revenue, par-
tieularly since corporate taxes and personal-income taxes are
such prolific sourceg of revenue. If the Natlonal Government
will exercise proper economy, it should within a few years be
able to meet its annnal budget from customs duties, corpora-
tlon and personal-income taxes, taxes upon tobaceco in its
varlous forms, and perhaps a limited number of excise tuxes.
For the present, however, I am in favor of the Federal Gov-
ernment obtaining some revenue from estate taxes.

In 1817 and 1918, I was.one of the few Senators who indi-
cated that as a general rule, Federal taxes should not be levied
upon estates. I belleved that with the heavy burdens which
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the States would have to bear and the rather lHmited field of
taxation available to them, so far as possible estate and in-
heritance taxes should be left open for them, I indicated
then, however, that If States for various reasons should not
avail themselves of this source of revenue, or if unjust estate
and inheritance taxes were imposed, a sitoation would be
presented which wonld not only Justify, but perhaps require
the Federal Government to utilize the estates of deceased per-
sons as a source of revenue.

I believe it just that estates should contribute to the Federal
Government to meet the heavy burdens of the war, and 1
have felt that under the present conditions with a burden of
$20,000,000,000 still resting upon the people, this source of
revenue shonld still be resorted to,

The Senator from North Carolina [Mr. Siarwons| has just
Indicated that it iz improper, if not unjust, for the Federal
Government to tax estates, because in so doing 1t deprives this
States of the opportunity of imposing inheritance or estate
taxes, It is argued that this will compel the States to resort to
other sources of revenue, Of course, it must be admitted that
with the Federal Government collecting estate taxes, there is
a growing disinclination upon the part of the States to seck
revenue from the same fields. I shall show, however, before
concluding my remarks, that the States have availed themselves
but little of estate or inheritance taxes to meet their heavy
burdens ; and it must be obvious that with certain Budzet re-
quirements by the Federal Government, if it derives no revenue
trom estates, it will be compelled to increase the taxes upon
corporations or individual incomes or to expand the exeise
system which is so obnoxious In peace times. The largest an-
nuul tax ever collected by the Federal Government from estates
wis $154,000,000. DBy so doing taxes were lowered in other
directions,

The Senator from North Carolina has been solicitous, and
properly so, for the welfare of the States and the farniers, and
the Senator from Connecticut [Mr., McLeax], who has just
spoken, has insisted that all agrienltural States should join
together in a solld phalanx in opposition to thisg tax, because
they have heavy responsibilities to meet. Undonbtedly the
States are to be considered in all legislation; and agriculture,
because of its puramount importance, will always have the at-
tention of Congress when it is dealing not only with revenue
legislation but with substantially all matters.

I agree with the statlement made by various Senators that the
integrity of the States must be preserved and their rights not
infringed. I regret that some of the Senators who hnve given
expression to these views have heretofore exhibited less inter-
est in the rights of the States and in local self-government even
when important measures were before Congress: measures
which aseailed the integrity of the States and infringed upon
personal liberty.

1 do not think that it can be successfully maintained that a
Federal inheritance tax is an attack upon the States or an
interference with local self-government. If It were, it would
be unconstitutional. But no one dires to question the consti-
tutionality of a Federal inheritance or estate tax, It is true
that States provide for the devolution of property, and the
rights of individuals in property are fixed and determined by
the sovereign States.

But conceding this, it does not follow that it is unconstitu-
tional for the WKederal Government to obtain revenue from
estates. In a sense, property obtained by devise or gift or
bequest, is income, and if an income tax is not illegal or im-
moral, it would seem that there is no illegality or Immorality
in tuxiug the property of deceased persons which becomes in-
come in the hands of heirs or devisees.

The maximum amount collected by the States in any one
year was approximately $82,000,000, and this notwithstanding
the fact that the returns of estates for that year iu excess of
$50,000 aggreguted §3,000,000,000. It would seem therefore
that States were unwilling to avall themselves of this pro-
ductive source of revenue, :

It is worthy of note that a number of States, instead of re-
sorting to the estates of decedents for revenue, are deliber-
ately announcing their purpose to not colleet inheritance or
estate taxes,

Florida has amended her constitution, and as amended, her
legislature is prohibited from imposiug any form of estate or
inheritance tax. Nor does Nevada obtain taxes from this
source, and we are told that one or more additional States pur-
pose adopting Florida's policy, Moreover, it Is a matter of
common knowledge that a number of States are encouraging
emigration by not imposing income taxes and very low rates of
inheritance or estate taxes. It can not be denled that many
individuais are establishing domiciles where State income taxes
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are not imposed and where there are no inheritance or estate
taxes. It is a matter of common knowledge that hundreds of
wealthy individuals maintain a nominal residence in the Dis-
trict of Columbia, because there are no inheritance or estate
or income taxes collected by the District government,

Can anyone deny the effect of the constitutional provision
in Florida to which I have just referred upon migration to
that State? We are told that there has been an enormous in-
croase in Florida's population during the past year, and that
mauy wealthy persons have established their residence therein,

It is unprofitable to moralize upon this subject; we all know
the propensities of human nature and the disposition even
upon the part of persons of the highest virtue and morality
to protect themselves and their property from tax burdens.
Investments are made in securities which are tax-exempt for
the purpose of avoiding taxation. Indastries are established
or .property acquired because the city or county or State has
a low rate of tazation,

8o in discussing the question of estate taxation and the
relative rights of the Federal Government and the BStates to
resort to estates for revenue, there ure varions questions fo
be considered. We ecan not ignore the facts to which 1 have
just referred, and the seeming disposition of Blates for rea-
gons which they deemn suflicient to obtain their revenue from
other sources than estate or inheritance taxes.

I do not approve of the Federal Government adopting any
course which might be considered as coercive of the States, I
have therefore opposed the proposition to remit to the States
S0 por cent of the tax levied nnder the Honse bill, or 25 per
cent of the tax levied under existing law in those States where
inheritance or estate taxes were or may be levied equivalent
to the amount derived from either percentage. If the Federal
Government levies estute taxes, it should be because of its
need for the reveune and because it believes such tax to be
just and fair. Buot I shall diseuss this matter later in my
remarks,

Mr, I'resldent, the Progressive Party declared in favor of a
Federal inheritnnee tax, and Mr. Roosevelt in his writings
varnestly supported this view not only as a menns of revenue
but for the purpose of equalizing wealth. I do not approve
of the levying of taxes for the purpose of equalizing wealth.

The Progressive Parly pledged itself o enact—

such a Federal law as wlll tax large Inheritances, returning to. the
Htntes an eguitable percentage of all amounts coliected.

Mr. Pregident, a number of Senators who have spoken de-
clare that it is socinlistie for the National Government to Im-
pose iuheritance or estate taxes, but they perceive nothing
socialistic for the States to collect deuth duoes. They insist
that it is absolutely necessary for the States to excluxively
enjoy this field of taxation. I can not percelve how it is
soclalistic for the Federal Government to tax estates and anti-
socinlistic for the Btates to impose this tax.

When attention is challenged to the comparatively small
revenue collected by the Btates from this source, no satisfac-
tory explanation is offered for their apparent lack of interest
in thig matter., One wounld sappose that If this field of tuxution
was so imperatively required by the States, they would have
resorted to It more freely than has been the ense. Bot as I
have stated, the tendeuey seems to be In the other dirvectlon.
Indead, many of the witnesses who appeared before the House
comuittee, and many of those who are the strongest opponents
of the estute tax feature of the House bill, boldly declared
their opposition to all estate or inheritance taxes, basing their
position upon the ground that it is a tax upen capital, that it
is socialistic, and if not unconstitutionsl, is inconsistent with
our politieal philosophy and accepted governmental principles.

Mr. President, there are some .individuals who do not quite
understand what socialism is. They often denounce as social-
istic anything that is opposed to their industrial or economic or
political views. There are too muany in the United States who
are idolafors, worshipping capital and attributing to it a sta-
tion so exalted and so omnipotent as to be above law or out-
gide the reach of Government, It is only a few years ago when
the income tax was dencunced as sociallstic. Indeed, there are
some still who look upon it with abhorrence, as the ill-begotten
child of communism and socialism,

It took years of fierce fighting to amend the Constitution
of the United States in order than an income tax might be
levied by the Federal Government. It was resisted by many
men of wenlth, by the reactionary forees of the land, and by
those who had but seant sympathy with the toiling masses and
who were nnwilling to bear their part in alleviating the suf-
ferings of the people and in contiritnting to tlie great social
reforms necessary for the progress and development of our
country,
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Mr. President, the American people are not communistie, nor
will they, without great provocation, give support to socialistic
schemes. They believe in individualism and in the demo-
cratie principlés which grant equal rights to all and special
privileges to mnome. They want a free fleld and equal and
free opportunity in the field of life. They do, however, look
with deep concern upon selfish and predatory wealth and the
special privileges and advantages which it seeks and which
it has too often secured. They view with apprehension com-
binations of capital for the purpose of ereating monopolics
and exploiting the people. Many thoughtful persons are con-
cerned at the great mergers of industrial enterprises and
the utilization of capital to promote stupendous organizations
to control trade and commerce and the mannfacture, sale,
and transportation of the commodities indispensable to life,
Many regard with dismay the price fixing and various other
organizations which seek monopolistie control of all articles
entering into the lives of the people, and oppose measnres and
}mlicies which centralize wealth and power in the hands of the
ew.

These movements and these donngers should rouse all patriotic
peopley, because if unchecked they will inevitably affect our
political and economiec life and develop socialistic manifesta-
tions, If enormonms - fortones are bullt up as the result of
unjust laws or unjust social and economic conditions, and these
fortunes and sccumulations are massed and united for the eon-
trol of the industrial, economie, and politieal life of the people,
there will be developed opposition to the conditions which have
preduced these monopolistie organizations, and demands will be
made that the Government take over or regulate and control
tgm.ae orgunizations and the wealth controlled and utilized by
them.

Mr. President, estate and Inheritance taxes are advocated by
statesmen and economists who are not socialisis, but exponents
of the highest principles and the noblest forms of democracy.
Indeed. some publicists believe that taxes of this character will
prevent socialism, Mr. Carnegie advocated heavy estate taxes
as an antidote to socialistic manifestations, Mr. Wilson sup-
ported meusures levying estate taxes for Federal purposes.

1 mentioned Mr, Roosevelt. In a letler to Senutor Lodge he
nses these words:

All that you say about the tarHl Is extremely Interesting and just
abont what I expected. Asg you knuw, I Dbelieve we should have &
Federal fnheritance tax simed only at very large fortumes which ean
not be adequately reached by State inlierltance taxes, if they are
sufliciently high and the gradation sufficiently marked.

Mr. Carnegie in his book ealled The Gospel of Wealth,
written, I think, in 1890, discusses the question of wealth, ity
production and its obligations to the State and to socicty.
After referring to the death duties imposed by the British
Parliament, he says:

It i{s desirable that natlons should go much further In this diree-
tion. Indeed it is difficnlt to set bounds to the share of a rich map's
estate which gshoald go at his death to the public throngh the agency
of the State, and by all means such taxes shonld bLe graduated, be-
ginning at nothing upon moderate sums to dependents and inerons-
Ing rapldly as the amounts ewell, nntil of the milllopaire’s hoard,
as of Shylock's, at least " the other half " comes ta the privy coffer
of the State.

Mr. Carnegie further, in an article entitled * My partners,
the people,”’ printed in the British Review of Reviews for Jan-
uary, 1007, says:

The problem of wealth will not down, Tt is ehviously so unequally
Aistributed that the nttentlon of eivillzed man must be attracted to it
from time to time. e will ultimately enact the Inws needed to pro-
duee a more equal distribetion. It I8 agaln foremost in the publie
mind to-day, We have evidence of this in the President’s recent
epeech (April 14, 1006); in which he gives direct and foreille expres-
gion to public sentiment.

I might add that Mr. Carnegie was a professed believer in
the law of competition. Ie declared that it is this law fo
which we owe our wonderful material development. e con-
tended there were but three modes of disposing of wealth:
It can be left to the families of the decedents, or bequeathed
for public purposes, or administered by lis possessors dnring
their lives. The first plan he regarded as injudicions, and he
referred to monarchical countries where the estates and the
greatest portion of wealth are left to the fivst son so that the
vanity of the parent may be gratified with the thought that
the nume and title may descend to sueceeding generations,

The futility of this plan is observable in Europe to-day.
Many suecessors have become impoverished through their own
follies or from causes beyond their control, and in Great
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Britain the law entail is inadequate to maintain a hereditary
class, The land is passing into the hands of strangers or is
being divided up among the children of the owners.

It may not be inappropriate to briefly mention that in Russia,
where antocracy prevailed and where the lands were largely in
the hands of the Czar, the church, and the nobles, a strong
movement had been in progress before the revolution resulting
in milllons of acres of land passing into the hands of the
peasants. The efforfs of landed propriefors to prevent a divi-
sion of or the loss of their lands were abortive, and when the
revolution came and the Czar was overthrown a large per cent
of the arable lands of Russia, including Siberia, were owned
by peasants individually or by them under their village or
communal system.

Returning to Mr. Carnegie, he argued that for the best in-
terests of all classes, large estates should not be transferred
to the families of decedents, and that the disposition to more
heavily tax large estates, manifests a salutary change in
public opinion. The laying of death duties, graduated in
form, upon estates, he regarded as the wisest possible policy.
1t induces the rich to administer their wealth during life for
the benefit of society, and thus tends to a reconciliation of
any differences between the rich and the poor, thus promoting
the welfare of the entire social organism. He does not accept
the view that this form of taxation prevents individual enter-
prise or savings, or the accumulation of property.

Mr. Precident, I referred to the fact that there is an exten-
sive propaganda in the United States in favor of the aboli-
tion of estate or inheritance taxes, both by the Federal Gov-
ernment and by the States. This propaganda is taken cog-
nizance of in a recent editorial appearing in the Des Moines
Register, a leading Republican paper. It is there declared
that—

* & * ygwhatever confusion or Inequality is involved results
from the State taxes, not from the Federal levy. The estate tax is
being made something of a national issue, and the stock argument is
that this form of taxation should be left to the States. Surely such
a course would result in but one of two things. Either the States
would be induced by the competitive example of Florida to abandon
estate taxes or the dificultics would continue or possibly be multi-
plied.

The appeal to leave estate taxation to the States is really put forth
in the belief that it will lead to an entire abolition of this form of
taxation. That s the issue now being raised. The voter should not
be confused. The need le for greater unity, not less. The last
place to attack inheritance taxes Is in its Federal application.

The New York Evening Post takes the same position as
the paper just referred to. In & recent editorial it states
that—

the inherltance tax by the State is no sounder in principle than the
game thing on the part of the Federal Government. Still, the matter
must begin somewhere, Repeal of the Federal law will be a good
beginning.

It declares that this country is opposed to a capital levy,
and assumes that any inheritance tax necessarily must be a
capital levy. It speaks about the “battle still raging,” and that
that is the issue upon which the House Committee on Ways and
Means is “already showing signs of boggling.” 8o I suppose
the Committee on Ways and Means of the House have incurred
the displeasure of this great journal and must be charged
with having * boggled " this important issue.

The Government may tax the living, but it may not tax the
property of the.dead. The taxes upon incomes may be so
heavy as to prevent accumulations. That is not taxing capital
according to the view of those who are seeking to repeal the
inheritanve taxes. Why is not property income which is re-
ceived by gift or as the devisee or legatee of a decedent? Is
there any greater sanctity in it than property which comes as
the result of toil and labor? Many legislators are differentiat-
ing between the unearned increment and property which is the
result of labor. In the very bill before us we distinguish be-
tween earned and unearned income, taxing the former when
under $20,000 less than the latter.

Mr, President, there are many evidences that back of the
movement to secure the repeal of the Federal estate tax is the
scheme fo abolish State inheritance and estate taxes. Un-
doubtedly there are many rich people in the United States who
are hostlle to any form of inheritance tax, but are masking
their true feelings and professing great solicitude for the
States and a consuming desire that they shall have this
source of taxation execlusively. Accordingly, they are opposing
the House bill, or any proposition for a Federal inheritance
tax. If sueccessful in abolishing the Federal estate tax, thelr
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next assault will be upon all forms of State Inheritance taxes.
That their propaganda is bearing fruit must be admitted, and
the evidences of their success must be gratifying to them.

The Senate Finance Committee, of which I am a member,
with but one exception favored the abolition of the Federal
estate tax and struck from the bill the House provision, I
regret to say that after full conslderation of this subject by
the committee all of its members, except myself, voted fo re-
peal the tax. I regret that my Democratic associates felt
constrained to follow the Republicans. I believe their course
to have been inexpedient and unwise and their views unsound.

I think to repeal this tax at the present time most injudicious

and manifestly unjust.

At the expense of reiteration, I want to emphasize that
existing conditions do not justify this radical legislative step.
We are owing $20,000,000,000, resulting from the war. We
have repealed the excess-profits tax. This bill relieves the very
rich and those whose incomes are more than $£100,000 of tens
of millions of dollars in annual taxes to the Government. The
provisions of the bill dealing with surtaxes have been too
favorable, in my opinion, to those who have incomes in excess
of $100,000. Surtaxes in the upper brackets have been re-
duced from 40 to 20 per cent, and the incomes appearing in the
lower brackets have likewise been most generously reduced.

The provisions of the House bill reduced the maximum taxes
upon estates from 40 to 20 per cent. But with all these re-
duetions, the opponents of inheritance taxes are not satisfied,
and the Finance Committee has yielded to the demands of the
opponents of the Federal inheritance tax, and has stricken
it from the bill. Not satisfied with that, the bill is made retro-
active, thus relieving the estates of decedents, where the tax
has already been levied, of tens of millions of dollars.

I am utterly unable to comprehend the solicitnde of the
committee for the estates of rich decedents, and their anxiety
to relleve the estates of many individuals who have left
properties totaling hundreds of millions of dollars in value
from the payment of a small tax to the Government—a Gov-
ernment which has protected them and under which they
amassed their enormous fortunes. Moreover, we know that
many of these estates received large accretions during and by
reason of the war. Those who accumulated them profited by
the war. They made hundreds of millions through and out
of the war, and yet with these heavy war oblizations hanging
over the country the proposition is to free these estate from
any contribution whatever to discharge this stupendous war
indebtedness of £20,000,000,000.

And again, many estates own tax-exempt securities amount-
ing to millions, which have thus far escaped taxation. But
none of these arguments appealed to the Finance Committee,
and with remarkable unanimity, Republicans and Democrats
alike, voted to strike from the tax bill the entire provision
imposing Federal estate taxes.

My loneliness and isclation in the committee brought no
sympathy from my colleagues, but it is apparent from the
attitude of the Senate—as I haW= been able to judge of it
during this debate—that a majority of my colleagues here will
support my peosition rather than that of the other members of
the Finance Committee.

I have just referred to tax-exempt securities held by estates.
I recall that one of the witnesses before the Committee on
Ways and Means testifying in favor of the Federal estate tax
declared that:

We are developing a class of suit-case millionaires who have obtained
large holdings of tax-free securities., They establish no domiciles
and avoid taxes, and If they finally attach themselves to a State
guch as Florlda or to the District of Columbla, they escape all forms
of inheritance or estate taxes

This witness insisted that a Federal death tax upon tax-
exempt securities was the only way in which their owners
could be compelled to contribute a fair share to the public
welfare.

The Senator from Florida [Mr. Frercuer] said that an es-
tate tax is exclusively a war-time tax. Mr, President, I do
not assent to this view. It is true that it has been imposed
during our periods of war, but it was also imposed when there
was no war. It was imposed during the Spanish-American
War as well as during the Civil War and in the early days
of the Republic. In 1916 it was made a part of our Federal
revenue system, with the approval of the entire Democratic
Party. It has found a secure place in the revenue systems
of many civilized nations, and supplies a portion of the rev-
enues in peace as well ag in war. In Great Britain the last
tax bill increased inheritance taxes on estates from £12,500
to £1,000,000 by a graduated tax of from 1 to 6 pes cent. The
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income tax was slightly reduced and the inheritance tax was
increased.

For the fiscal year 1924 there were collected by the various
States of our Union approximately $82,000,000 from estates,
and in 1025 by the Federal Government $101,421,766. In the
fiscal year 1924 Great Britain collected more than $231,000,000
as death dues, though her national wealth does not exceed
$88,000,000,000, whereas our national tangible wealth amounts
to $320,000,000,000. There have been collecied by the Federal
Government from 1917 to 1925, inclusive, estate taxes aggre-
gating $863,750,842.

Permit me to say in passing that the Federal Government
has contributed to the States to aid them in purely State and
domestic matters more than $570,000,000 during the same
period, so that if the Federal Government has collected estate
taxes it Is returned to the States to aid them in the perform-
ance of obligations which belong to them under our dual form
of government a sum nearly as large.

Mr. President, no one criticizes the inheritance tax laws of
Great Britain, notwithstanding the enormous amounts an-
nually collected. In my opinion it Is neither socialistie nor
immoral to collect taxes from the estates of decedents, nor is
it—and I shall discuss that question later—a tax upon capital.

Mr. President, the American Farm Burean Federation has
given careful study to this matter, and I wish to submit some-
what at length the vlews of this organization. In the brief
which is submitted to the Ways and Means Committee this
organization declared that it regarded the repeal of the Fed-
eral estate act as unwise at this time. It supports the funda-
mental principle of taxation, that all taxes should be levied in
proportion to taxpaying ability.

May I pause for a moment to refer to the argument just
made by the Senator from Conneeficut [Mr. McLeax]. He
contended that in taxing estates, we are denying the theory
of taxation announced by Adam Smith, and are not recogniz-
ing the principle of ability to pay. So far as the question of
ability to pay is concerned, there is no difference in the ap-
plication of the principle to two individuals, one of whom
receives as a bequest from his father $100,000 and another
who earns $100,000. The Senator admits that the income tax
is just and that it should apply to the $100,000 earned, and
that the principle of ability to pay finds expression in its
application., But in dealing with the individual who received
a bequest which he did not earn, to tax the bequest is a
refutation or denial of the principles of ability to pay. In
one case it is income, he contends, and can be taxed; in the
other, it is property, and must be immune from taxation. It
is income because it has been earned by the toil and efforts of
the individual and can be taxed. If the $100,000 were be-
queathed to the same individual, and were to consist of money,
it could not be taxed because it is property.

I do not follow this logie, nor do I follow the Senator when
he declares that for the Government to tax it, is tantamount
to the destruction of property.

Mr. McLEAN rose. .

Mr. KING. Does the Senator from Connecticut desire to
interrupt me?

Mr, McLEAN. Mr. President, the Senator from Utah knows
that I emphasized the fact that we were taxing, as far as
we could, ability to-pay, represented largely by profits. If
the Senator should inherit a hotel, for instance, that had
heen running at a loss and he had to borrow money to pay
expenses, hoping that when times improved he might make
some money, if at that time he had a 20 per cent inheritance
tax imposed upon that hotel, I think he would be pretty quick
to say, “I am not able to pay this tax now and if I am com-
pelled to pay it I shall have to sell this hotel at a great sacri-
fice.” That is what I meant.

Mr. KING. There is much property of great value which is

unproductive, but nevertheless, it is subject to taxation in one
form or another. The Senator knows that there are thousands
of farms in the United States now unproductive, but taxes
upon the same are required fo be paid annually. In our cities
there are many valuable sites upon which there are no build-
ings or improvements and which return no income whatever,
vet they are taxed very heavily for municipal and State pur-
poses.
V' There is a presumption that ability to pay accompanies the
possession of these holdings. Perhaps no system of taxation
which the wit of man can devise will approach the standard of
absolute justice, but unproductive property is not relieved from
the ordinary State and municipal taxes.

If the SBenator implies that inheritance taxes are at variance
with the ability to pay or faculty doctrine, then I do not agree
with him. A person who obtains property through devise or
bequest or as a gift will have the ability to pay the tax, because
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the property itself may be taken as the measure of his ability.
If the property is valueless, he need not accept it. If it is of
value, above the taxes, then his ability to pay has been in-
creased by the acquisition of the property to the extent of the
ra}ge of the property over the total amount of the tax to be
paid.

We do not rest the proposition entirely upon the fact that the
property must be productive——

Mr. McLEAN. That is just what I am complaining about,
If this tax be insisted upon, it will inevitably reflect higher
taxes in the States where we have to pay a direct tax, where
the poor farmer has to pay direct taxes whether he is losing
money or nof.

Mr. KING. I do not follow the Senator if it is his conten-
tion that unproductive property should not be taxed by the
State or by the Federal Government, or subjected to inherit-
ance taxes by the Federal Government. I repeat that unpro-
ductive property is directly taxed by the States. If estate or
inheritance taxes are imposed, it is also subject to such taxes.
Its productivity does not determine whether it shall be taxed or
not. Of course, if unproductive, its value is less, generally
speaking, than if it were productive, and therefore will pay
less taxes. But I repeat that I am unable to perceive why
property which may not for the time being yield a revenue,
should not be subject to inheritance or estate taxes, either by
the Federal Government or by the States. It is, in effect, an
income to the devisees or heirs of decedents. No inheritance
law, so far as I know, has differentiated between productive
property and that which for the time being yielded no revenue.

I do not agree with the Senator that it necessarily follows
that a Federal inheritance tax inevitably reflects higher taxes
in the Btates. I have heretofore stated that if the Federal
Government derives $100,000,000 of revenue from estates it
collects that much less from incomes or corporate or excise
taxes which would have fo be paid by the people of the various
States, and in many States where there is elther no Inheritance
tax collected, or an exceedingly small one, it would seem that
a Federal estate tax would be advantageous to the taxpayers
of such States, for the reason that they would be required to
pay less taxes to the Federal Government. To illnstrate, if
$10,000,000 are collected from estates in Florida and Nevada
and the District of Columbia, where no estate or inheritance
taxes are collected for local government, then the Federal Goy-
ernment will collect $10,000,000 less from all the States, and
to that extent lighten the burdens of taxation upon the people,

Mr. McLEAN. But that money goes to pay the expenses of
the Federal Government; it is of little advanrage to the States
which have their expenses to meet.

Mr. CARAWAY., Mr, President, will the Senator from Utah
yield?

Mr. KING. I yield.

Mr. CARAWAY. I desire to ask the Senator if he approves
the provisions contained in the pending bill, as it came from
the House, with reference to estate taxes?

Mr. KING. The Senator from Arkansas was not in the
Chamber when I addressed myself to that guestion. 1 stated
that I did not approve the provision of this bill which remits
on credits to the extent of 80 per cent of the tax collected in
any State.

Mr. CARAWAY. I am glad to hear the Senator say that,
because I think that of all the vicious legislation that has
been before Congress since I have been a Member, that is the
most vicious. It is without any defense, as I see it. If the
Federal Government couid coerce a State by levying an estate
tax, it could make it do anything else. The State would be-
come a creature absolutely subservient to the Federal Gov-
ernment, and every right a citizen has under the State would
be destroyed.

Mr. KING. I have heretofore stated that this provision is
objectionable to me and, as indicated by the Senator from
Arkansas, will be regarded as an attempt to coerce the States
into adopting a system of inheritance or estate taxation,
though they might not desire to do so, or to impose heavier
rates of taxation than they desire, in order to obtain the 80
per cent credit provided under the Federal law.

I repeat, if it is deemed wise to impose a Federal inheritance
or estate tax, its rates should be low and should be levied
withoul reference to whether the States impose estate or in-
heritance taxes.

Mr. CARAWAY. May I ask the Senator if he thinks there
is any merit in this contention? Of course, I do not question
the authority of the Federal Government to leyy an estate
tax, but I question very seriously the wisdom of it doing so.
In the first place, let us suppose that two men are engaged
in business of identically the same kind, with exactly the same
capital, and having exactly the same earning capacity; they
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each pay every dollar of tax assessed against them both by
the State and the Federal Government; but one of them is so
unfortunate as to die, and then an additional tax is levied
upon his estate.

Under what theory of good morals is that done? Has it
been a blessing to his family that he died, and, therefore, his
estate ought to pay a tax for having gotten rid of the an-
cestor? I think that at least Anglo-Saxon society rests upon
the belief that private property belongs to the man who hon-
estly acquires it, and there goes with it the right to transmit
it to his children or the beneficiaries that he may name. If
it is right that he should have that privilege—and I think it
is wise that he should, because I believe that the experience of
all mankind is that to take away the right te acquire and
transmit property destroys the incentive to work at all—and
if it is morally right that he should transmit his property,
upon what theory do we penalize his children who have the
moral amd legal right to receive his property by levying an
estate tax or an inheritance tax upon it? There is no new
wealth ereated; and if the man who created the wealth—and
I take it that he must have been of some account or he would
not have accumulated it—was of some advantage to his family,
as he must have been, his taking away has not been a blessing,
and, therefore, I do not see under what theory his family
should be taxed and made to pay for having lost the man who
accumulated the estate.

Mr. KING. Mr. President, as I understand the position of
the Senator from Arkansas, it is that the Federal Government
has the authority to tax estates of decedents, but he denies the
wisdom of it. There are many who take this view. Dut the
Senator further contends that in Anglo-Saxon countries it is
believed to be an abridgment of individual rights for the Gov-
ernment to impose estate or inheritance taxes. The Senator
particularly emphasizes, if I understand his position, the im-
morality or injustice of taxing estates which pass to the heirs
of deceased persons.

Mr. President, I do not follow the Senator in all his argu-
ments, I do not think the right to aequire or transmit prop-
erty Is unduly restricted by reason of taxes being levied upon
property in the hands of devisees or legatees. Taxes are often
imposed upon the transmission of property between the living.
No one contends that the levying of such taxes is illegal or
immoral. Heavy stamp taxes are often laid upon the trans-
fer of land or of personal property, though the transaction may
tend to diminish the estate of the grantor and pro tanto
diminish the property which he leaves to his heirs.

The view of many publicists—and that view is emphasized
by Mr. Carnegie in his writings—is that the incentive of per-
sons to acquire property is not affected or diminished becanse,
upon their death, the property which they accumulated may
be subject to an inheritance tax. Indeed, the view has been
expressed by some that there will be greater zeal and energy
displayed in the aequisition of property in order that the
amount which will finally be received by their heirs will meet
all reasonable demands as well as satisfy the desires and expee-
tation of the testator.

I insist, Mr. President, that no legal objection ean be of-
fered to this form of taxation, and as I perceive the question
I can see nothing improper or immoral or illegal in taxing
the -estates of decedents.

Mr. CARAWAY. I am not questioning the legal right. I
am talking about the moral right.

Mr. KING.. I admit that moral and ethical questions are
encountered in legislation, and of course no legislation should
be passed that is unjust or immoral. Rational beings often
dispute as to what conduct is moral and just and what is
immoral and unjust. And standards vary as civilization ad-
vances. I think it may be said that the perfeect standard in
all political, social, and economic questions is not susceptible
of ascertainment with mathematical certainty, or at any rate
it must be admitted that what may be moral and just at one
period may not be so regarded in another age. Slavery, for the
greater part of the history of mankind, has been regarded in
many paris of the world as not immoral or unjust. If is to-day
in all parts of the civilized world regarded as both unjust and
immeoral.

An income tax, when first introduced In England and in
the United States, was denounced as immoral, inquisitorial,
and unjust. There are many persons who believe the State
has social functions to perform and who feel that it would
be wrong for the State to refuse to collect taxes from estates,
particularly where such estates represent property of the value
of tens of millions of dollars. The people of Great Britain
have rather high standards of morality and public virtue. In-
deedl there are some students of current history who attribute
to the English people the possession of public virtue and civic
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consclence that measure up fo the highest standaxds. And
yet the British impose exceedingly heavy death dues, so heavy
indeed that the families of many deceased persons are com-
pelled to part with holdings which have been in their families
for centuries in order to meet the estate taxes levied by the
Government. :

And there are many persons in the United States who believe
that it is not only moral and just, but that it is the duty of
the Government to impose estate taxes, particularly where
some States collect no inheritance taxes and where the estates
of many decedents consist largely of tax-exempt securities
or of stocks and bonds and various intangible properties, which
have almost escaped, if they have not entirely escaped, taxa-
tion during the lifetime of the decedents.

Mr. CARAWAY. Let me stop the Senator right there.
We should undertake, thenm, to punish all those who have
been honest and pald their taxes in order to reach somebody
who has been dishonest. That never was the principle, I
think, underlying the liberty and rights of English-speaking
people,

Mr. KING, I am merely stating the view of many respect-
able and patriotic people. They perceive the existence of large
estates and have knowledge of the fact that some who aceumu-
lated them did not pay a Just or fair tax upon their accumu-
lations. And the Senator appreciates the fact, regrettable as
it is, that there Is much legislation enacted which is oppres-
sive to honest citizens in order to reach vicious and unserupu-
lous and dishonest persons.

But I am not justifying such legislation and do not sup-
port the view that the end justifies the means.

Mr. CARAWAY. We can not afford to lay the hand of
taxation upon the innocent in order to reach the guilty. We
can not take their property in order to punish gomebody who
was dishonest with the Government and did not pay his
taxes. We can not justify that at all, can we?

Mr. KING. I agree with the Senator.

Mr. CARAWAY. Then let me ask this question—

Mr. KING. I do not, however, admit that the taxing of the
property of decedents is unjust or immoral; and I would not,
merely to reach property which had escaped taxation while in
the hands of the living, establish a taxing system which was
unfair or unjust to the people, It is a fact, however, which
some people regard as worthy of consideration, when revenue
legislation is enacted, that property of great value has escaped
taxation. I think it may be conceded that the sentiment in
favor of inheritance and estate taxes by the States or the Fed-
eril Government, or both, is in part due to the conviction en-
tertained by many people that valuable estates hold large
blocks of tax-exempt securities which were so controlled by
decedents In their lifetime that they escaped legitimate and
proper taxation and the burdens laid upon similar properiy
in the hands of more scrupulons and honest taxpayers.

I repeat I am not defending this position. I am merely stat-
ing what I belleve to be a faet. But, Mr. President, I believe
that the imposition of estate taxes can be justified upon ethical
and moral grounds.

Mr. CARAWAY. I hope the Senator, then, will develop
that thought, because I am frank to say that I have seen no
justification in morals for an estate tax. I should lke also
to eall the Senator’s attention to this fact: A corporation which
is merely an artificial person created by law, and never dies,
never pays an estate tax, but when an individual who is eom-
peting with it in business—his estate is compelled to pay an
estate tax, which in some States becomes a very great burden.
Under what theory do we say that the corporation which is
fictitions and never had a soul ought to enjoy under the law
a privilege which we deny to every human being that lives
within that Commonwealth?

Mr. KING. Modern industrial development is due in part
at least to corporate organizations. Corporations have bene-
fited our economie life, but undoubtedly their growth and omnip-
otent position, particularly in industry, have led some thought-
ful persons to the belief that they have wrought more evil than
good. Buf, as the Senator knows, corporations can not exist
without people. The legal title to property and the franchise
are held by the corporation, but the beneficial use and the
equitable title to the property belongs to the stockholders.
When a stockholder dies, his holdings in the corporation are
subject to the estate or inheritance tax, the same as if the
legal title to his share of the corporate holdings were in his
name, His certificates of stock are evidences of his right to
a share in the corporate property, and it is that interest in
the property which is taxed upon his death,

I recall that Mr. Harriman, who was a large stockholder
in the Union Pacific Railroad, was taxed in Utah, though he
was domiciled In New York. Substantiaily all of his property
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consisted of stocks and bonds of corporations. He pald a large
estate tax in New York and nearly $1,000,000 in the State of
TUtah. The corporation did not pay the tax, but the helrs of
Mr, Harriman paid it out of the estate which he accumulated
in his lifetime. Perhaps indirectly the corporation paid inher-
itance tax to Utah because of the dividends which it paid
to the estate.

Mr. CARAWAY. Oh, no; the corporation never had a dollar
of its property taken to pay an estate tax. We never weaken
it at all in the conduet of its business by reason of the estate
tax, but we do in many instances destroy, and in every instance
very greatly weaken, the estate of the individual who Is
engaged in a business of the same kind when he dies. There
is a very great difference, it strikes me, between levying an
estate tax upon a stockholder in a corporation that does not
affect the corporation at all, does not diminish its capital,
and levying it upon the estate of an indlvidual when he dies
and when it is less able to bear the loss.

Mr. KING. Mr. President, there may be some fine or broad
distinetions such as indicated by my friend. But I shall not
stop to discuss them now. I am departing from the point I
was atfempting to make when the Senator from Connecticut
and the Senator from Arkansas propounded their questlons.
I may say, however, that there may be some hardships in-
volved in meeting the demands of the Federal and State Gov-
ernments, resulting from levying taxes upon the property of
decedents. However, Congress has extended the time for pay-
ing the Federal tax for a period of six years, so that there
need be no sacrifice of property to meet the same.

I am unable to see anything unethical, unjust, or immoral in
levying taxes upon estates. If it is just and moral to impose
an income tax upon a man who toils, I fail to perceive that
it is less moral or just to levy a tax upon a gift or bequest or
devise from his father or from any other person.

Mr. President, I was stating before the interruptions that
the American Farm Burean Federation contended that the
farmer is bearing more than his fair share of the public bur-
den, and that if the estates of decedents were not subjected to
taxation, those burdens would be increased.

The Benator from Connecticut [Mr. McLeEax] a moment
ago was pleading for the farmers of Iowa; their burdens
will be heavier if the Federal tax upon estates is repealed.

Mr, CARAWAY. Mr. President, may I ask the Senator a
question right there? Is there any justification for laying an
unjust tax upon oue person in order that some other class may
escape taxation?

Mr. KING., We have heretofore discussed that question and
I answer now, as 1 did then, no.

Mr, CARAWAY. Then that is not a good reason, is it?

Mr. KING. I repeat that we would not be justified in tax.
ing estates to aid the farmers of Iowa or to aid any other
class if by so doing an injustice were done to any other class.
But I submit that the farmers, as well as others, might be
justified in complaining if the property of decedents escaped
taxation. I concede that people honestly differ in regard to
this matter, There are some Senators as well as others who,
upen prineiple, oppose either the States or the Federal Goy-
ernment levying estate or inheritance taxes. It is a fact that
the farmers of the United States are heavlly taxed and in
many instances their burdens are proportionately greater than
those laid upon wealth. The farmer's property is tangible and
visible. The tax collectors of the States see it and tax it.
Much of the wealth of the rich consists of intangibles and the
owners escape taxatinn,

Mr. WATSON. But the Senator does not mean that the
farmers are taxed more heavily for Federal purposes by the
Federal Government?

Mr. KING. There Is some question about that.

Mr. WATSON. They are taxed as a result of their ewn
local laws, for roads and schoolhouses and all those things
that they vote on themselves.

Mr, KING. I understand. The States and their political
gnbdivislons are imposing heavy taxes which will, for the next
fiscal year, amount to approximately $6.000,000,000, and the
Federal Government will collect revenune amounting to ap-
proximately $5,000,000,000.

Under our form of Government the duties of the Federal
Government are limited and thelr responsibilities are not so
great as those resting upon the States and their political sub-
divisions. Purely national matters are cognizable by the
States, but all matters relating to the domestic econcerns and
welfare of the people belong to the States. The great mass of
the people are taxed upon their visible property as well as
upon intangible property, for the maintenance of State govern-
ment, and the agriculturalists and the laborers of the Unlted
States, whose property can be reached by the tax gatherer,
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pay a greater tax relatlvely than the rich, and suffer more
from indirect taxation than do those possessing large fortunes,

Mr. WATSON. Does the Senator mean the tariff?

Mr. KING. Yes; I refer to the tariff as a species of in-
direct taxation,

Mr. WATSON. Of course, the Senator and I are as far apart
as the poles on that.

Mr. KING. I have learned that the Senator is as wedded to
the tarlff as the orthodox Mussulman is to the Koran and with
far less reason. However, 1 shall not be diverted into a dis-
cussion of the tariff.

The Farm Bureau declares that death dues are legitimate
sources of revenue and should be preserved at their highest
degree of usefulness, which this organization iusists can only
be effected by means of a Federal estate tax. This organiza-
tion contends that the farming class is more heavily taxed than
any other; and I might add that the National Industrial Con-
ference Board In 1922 stated that the ratio of taxes te income
for farmers was 16.6 per cent, while that for the remainder of
the community was 11.9 per cent. Perhaps one of the com-
pelling reasons leading the farm organization, just referred to,
to oppose the repeal of the estate tax is found in the fact, as
stated by Dr. Richard T. Ely, that if the present tax tenden-
cles continue, the time will come when the whole annual net
return of America's farm lands will be swallowed up in tax
paynents.

The Bureaus of Agricultural Economies for Ohio and Kan-
sas for the 40-year period 1880-1920 show that farm lands
during the period increased in value in Ohio on an average of
from $45.97 in 1880 to $113.78 in 1920, whereas the tax per
acre increased, in the eight-year period 1913-1921 alone, from
65 cents to $1.156. Is Kansas the value per acre increase dur-
ing the 40-year period was from $10.98 to $62.30. The tax per
acre in the eight-year period went from 18 to 46 cents. The
percentage of increase in Ohio in the period was 177, and in
Kansas 271.

Doctor Ely also refers to the rich agricultural sections in
Chester County, Pa., where data collected by the Bureau of
Agricultural Economics prove that taxes absorbed 66 per cent
of the net rent of all farms rented for cash.

Mr. McKenzie, who is director of research in taxation of
the American Farm Bureau Federation, in an address before
the Academy of Political Science, New York, April 15, 1924,
refers to the dalry farms in Chenango County, N. Y., where
the receipts, less business expenses other than taxes, in 1921
amounted to $795 per farm. Land taxes were §161, or 20 per
cent of the income. The residue, $634, was to reimburse the
farmer for his year's labor, for the labor of his family, and
for the use of a capital of $12,943. From this all debts and
living expenses must be pald.

Mr. McKenzle states that in Ohio from 1912 to 1915 {axes
were 9 per cent of the net income before taxes; in 1920 they
were 15 per cent; in Oregon they were 33 per cent in 1921. In
one group of farms examined in Pharsalia township, Chenango
County, N. Y., taxes averaged 3.4 per cent of the actual value
of the property.

The farm bureau declares that the inheritance tax, techni-
cally, is an income tax; and Professor Seligman, who, the Sen-
ator from Connectieut [Mr. McLeax] says, is opposed to estate
taxes, declares: )

Bo far as the reciplent of an inheritance is concerned, the accretion
to his capltal wealth through an Inheritance is just as much Income
in the broader sense of the term as that which comes from any other
source,

It is contended by the bureau that it is also a tax upon un-
earned income,

The views of Doctor Adams upon this subject should be given
consideration. He has, as Senators know, aided in drafting
revenue legislation and was one of the leading experts in and
advisers of the Treasury Department for several years.

He says:

The death duty is assigned to ralse money, but to ralse it from
persons who have not earned it. In my opinion, the death duty is
popular as a form of taxation primarily because It lays the tax
on so-called unearned wealth. When we tax the farmer on his farm,
the manufacturer on his plant, equipment, and materials, the publie
utility on its entire property, * * * we are taxing the people who
not only do the work but who risk their time and ecapital. But it
invelves no great risk to receive a legacy or Inheritance,

The bureau further justifies estate taxes becaunse, with re-
spect to large estates, property is reached which has not con-
tributed fairly to the Government during the lifetime of the
decedent. This view is maintained because in nearly all large
estates it Is shown that intangibles predominate, and this class
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of property has not been adequately taxed. It has escaped State
and Federal taxes to a very large degree. It is, therefore,
argued that it is only just that upon the deaith of the de-
cedent it should be reached by the Government for tax purposes.

The bureau admits that taxing estates has a social effect,
but denies that it is socialism, or that it i in the direction of
socinlism; and reference is made to what is familiar to all
students of taxation, that nearly exery tax reform has been
branded as socialistie, The income tax was denounced as so-
cinlistle, and after it was adopted its opponents insisted that
it be a proportionate tax and not a graduated income tax.

After the Supreme Court decided that the income tax pro-
visions of the Wilson bill were unconstitutional the Democratic
Party urged an amendment to the Constitution providing for
the taxing of incomes. They made this matter a political
issue in a number of campaigns and finally won the fight. I do
not believe any considerable number of the American people
to-lay favor the repesal of the income tax.

Of course, Mr. President, all taxation has a social effect.
That may be true of direct taxes as well as indirect taxes.
Indeed, the greater part of State taxes are designed to affect
social conditions. The percentage devoted to education, scien-
tific improvement of health conditions, relieving the indigent,
and so forth, falls within this category. The Federal Govern-
ernment spends tens of millions annually to improve highways,
to establish and maintain quarantine regnlations, and to main-
tain the Public Health Service, whose activities extend to all
parts of our country. It provides pensions for many of its
employees, and taxes the people in order to make large con-
tributions for vocational training and to agricultural colleges
in the various States.

The bureau refers to Doctor Adams, who states:

We live and work under an industrial and commercial system which
combines marvelous productivity with exireme concentration in the
ownership and control—particularly in the control—of wealth. Politi-
cally the major forces at work make for equality. Commercially the
greater forces make for concentration and inequality of power. The
two, forces—democraey and capitalism—are irreconcilable without some
corrective machinery, such as progressive taxes. * * * The for-
tunate, the successful, the wealthy must make special eontributions to
the State under which and because of which they enjoy success and
wealth, Such, roughly, are my reasons for the bellef that progressive
income and inhéritance taxes are here to stay.

The bureaun while admitting that the inheritance tax is
primarily a State tax, still declares that the growth of large
fortunes is due to the entire American public, and for that
and other reasons, Federal death dues are warranted and
proper. It is also contended that the States alone can not
preserve this tax to a high degree of usefulness, or as a per-
manent source of revenue, It also shows the significance of
the fact that those who are opposing the inheritance tax in
any form are the strongest advocates of the abolition of the
Federal tax. In support of this view, Doctor Adams says:

Such persons desire to see the Federal estate tax abolished in order
that the State death tax may be whittled down by interstate competi-
tion. They expect Florida, Alabama, and the District of Columbia,
by offering isles of refuge to the retired rich, to discredit the State
inheritance tax in the long run or to hold it within very narrow
limits,

After referring to the fact that one of the Congressmen
from a rich and powerful State opposed the tax, Doctor Selig-
man said:

That is the line-up, as It always has been and always will be in
this country and in every country, between those who, in Federal and
other legislation, look primarily, as they are entitled to do, to the
interest of big business * * * as against those who look pri-
marily at the intercsts of the common man, as they also have the
right to do.

Because of the recognlzed ability and high standing of Doctor
Seligman as a political economist and an authority upon taxa-
tion, I desire to read a few paragraphs from his testimony
before the Committee on Ways and Means of the House of
Representatives, given in October of last year. On page 477
of the hearings Doctor Seligman said:

One of the arguments for the withdrawal of the Federal Govern-
ment, for which I think certaln members of the Treasury at all events
stand, seems to me to be doubtful, because if that argument were
pursued to the extreme it would mean the abollition of all estate
tuxes, Federal and Etate as well. E

I am referring to the objection that was made, I think, before your
committee & few days ago that an estate tax Is in Hs=elf wrong; that
it is not democratic; that it iz a tax on capital; that it is, therefore,
going to destroy the goose that lays the golden eggs.
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And yet all know, as a matter of fact, that If that argument were
true, all of our States would have to abolish estate taxes or the in-
heritance tax. In other words, some of the arguments at least that
have been propounded in order to induce the Federal Government to
relinquish the estate tax go too far, because they would mean no
inheritance tax at all.

I need not point out to you that that is an erroneons point of view,
both theoretically and practically. As estate tax is the result of ona
of the modern democratic movements in the world, it is found wherever
we have democracy. It was Introduced first in Australia, then in
Switzerland, then In England, then it came to this country, Wherever
we have democracy we have two things—an income tax and an in-
heritance tax. The arguments in favor of one are just about as good
as the arguments In fivor of the other.

There are two kinds of taxes on eapital. One kind is a tax levied
according to capital, but which is paid out of the income of the eapital.
The other kind is a tax like the capital levy that they are talking
about in France to-day and have in Italy, which Is a tax not alonz
levied according to capital but supposed to be paid ont of capital. Our
estate duty is really peither of one nor the other. It is not a eapital
levy, and it is not paid out of capital. A proper kind of inheritanee
tax, which is pot so high as to take all of an estate or the greater
part of it, will nsually be paid out of the income of the estate. We
have five years in which to pay it in this country; in some countrics
the period is even longer. If you look at the statistics carefully you
will find that the tax on all the estates fn this country constitutes only
a small part of the Income from those estates during those years.
* * * In the second place, the argument that it is a tax on capital,
through which you are going to kill the goose that lays the golden
eggs, s erroneous, because it assumes that all governmental expendi-
ture is unprodnetive., The argument is based on the idea that the
capital taken from the taxpayer-is destroyed.

~ Professor Seligman then shows that with the revenue de-
rived by the Federal Government roads are built, the Panama
Canal is constructed, and other activities are engaged in which
do not destroy capital but merely shift it from the taxpayers'
hands into other forms for the benefit of the people.

I recur to the statements made during this debate that estate
taxes are taxes upon eapital.

Some who oppose estate taxes contend that such a tax has
its justification only in socialism; that it is a capital levy,
and therefore obnoxious to any economic system. That argu-
ment has been made from the beginning. It has had its effect
and it is still the contention with many. It may be said that
technically all taxes are capital levies. If the corpus is not
taken, the income derived from it is taken, and if there is no
income, the property itself becomes subject to seizure and sale.

There are hundreds of millions of dollars in property within
the United States which yield no income. There are houses
which are vacant, lands which are unoccupied, stocks and bonds
which yield no return, personal property which is unproduetive,
and yet such property is taxed, Incomes derived by individuals
constitute property and come within the class of property sub-
ject to the same production as any form of property, real or
personal. Many railroads have been unable from their earn-
ings to meet fixed charges or to puy dividends, but nevertheless
have been compelled to pay enormous taxes to States, counties,
and various political subdivisions. In a sense, the taxing of
these vailroads was a capital levy and a transfer of the prop-
erty from the owners to the State, but the State devoted a
portion of the revenue thus derived to the construction of roads
and bridges and the erection of schoolhouses and public build-
ings. In other words, there was merely a transfer of capital
from one owner to another, but no destruction of the same.

The Federal Government has for a number of years been
imposing capital-stock taxes upon corporations, many of which
have no net income. Indeed, there were many which were
unable, except by borrowing, to meet the taxes imposed both by
the Federal Government and by the States. These taxes were
levies upon capital. Nevertheless they are justified and have
been regarded as not unjust or oppressive.

My recollection is that for the year 1923 approximately
400,000 corporations paid a capital-stock tax, but 165,594 re-
ported that they had made no profits. They had property in
varions States, tangible as well as intangible, and were com-
pelled to pay taxes in the various States where their property
was located, though they had no net income. In many in-
stances they were compelled to borrow money to pay the
Federal tax as well as the taxes imposed by the State. In a
sense these taxes were levies npon capital.

Of course, no perfect system of taxation is possible. There
always will be some injustices and inequalities. FEven where
the basis of - taxation rests upon ability to pay, inequalities
and injustices, oftentimes of a serions character, will ensune.

T repeat that all taxation affects capital, and ecapital is only
accumnlated income or savings. It is important that there
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be good government, with wise and sound economic policies.
It is essential that labor be rewarded and accumulations
effected. In order to insure good government and to protect
and preserve individuals in their right to labor to own and
to accumulate the State must be preserved, wise laws must be
enacted, and machinery established for their enforcement. It
is imperative, therefore, that confributions be made to the
State. These contributions are taxes, not voluntarily paid but
paid under the compulsion of the law. It is therefore neces-
sary that property be taken and its ownership transferred from
the individual to the State. .

The expenditures of the Government, if wisely made, aid
the taxpayer in securing higher wages, better surroundings,
more favorable conditions, from all of which his income will
be augmented and his accumulations or his capital inereased.
The Government builds ships, navy yards, harbor improve-
ments, levees upon the Mississippl River, reclamation projects,
lighthouses, public buildings, and so forth. These are built
from capital taken from the people, so that 1t is only a change
of capital from one form to another and from one source to
another.

Even in death duties adversely affect accumulations, and
even more so than by other taxes they may have effect upon the
national well-being which will bring results of the highest
value. Accumulation is not the only thing to be considered
by the State. It has been contended by many economists and
political writers that the accumulation of capital may be det-
rimental, particularly if in the hands of a few. That was true
i.. Rome, it was true in the medieval ages, and it will be true
in any country or under any political system.

Mr. President, the recent mergers of giant organizations has
provoked some little agitation and has caused some persons to
fear the results of this stupendous massing of capital. In this
morning's newspapers we find a nnmber of New York capitalists
apologizing and defending these centralizing capitalistic move-
ments. They affirm with great earnestness and with many
plous protestations that these great aggregations of wealth
are sure to result in economies and prove beneficial to the coun-
try. I do not believe that, generally speaking, these stu-
pendous organizations will affect permanent economies, but,
even if they did, in my opinion the existence of these organiza-
tions will prove injurious to the soclal organism and prove a
mennce to onr economic and political life.

The destruction of the small enterprise, the obliteration from
our economic and industrial fields of active and ambitious in-
dividuals engaged in business enterprises in order that gigantie
industrial organizations shall take their place, is not only a
pathetic picture but a certain indication that our business and
economie condition is in unhealthy state from which most
serious consequences will follow.

Wealth In the hands of a few means power, economic and
political, and that power will be exerted not only for the pro-
tection of wealth, but to give it advantages and privileges not
enjoyed by the mass of the people. Political and eivil liberty
are the concomitants of industrial and economie liberty, If
the sources of production and distribution are controlled by a
few, political freedom will be impaired and in time- destroyed.
A dangerous conditlon exists in our business life to-day, re-
sulting from the misuse of credits by large banking institutions
and the devotion of these credits and the resources of our finan-
cial institutions to speculative stock movements, to the reorgani-
zation of business enterprises, and the consolidation of many
corporations. Individual initiative is lost, private business is
destroyed, and powerful but shadowy figures in the background
control industries and collossal mergers through holding the
voting stock, though the public are the helders of various
classes of other kind of stock.

Enormous profits are made by banks and brokers and pro-
moters, and the deposits in the banks and the prestige and
power of the banks are employed in giving fictitious values to
stocks and bonds which by adroit and cunning advertisements
and extensive propaganda are unloaded upon too often weak
and gullible and thoughtless people, Stocks and bonds are
bought on margins, and the banks and brokers soon find them-
selves in possession of the securities, only to be resold and
resold again, the public being led to the slaughter for the
delectation and enrichment of sordid and selfish and often cur-
rupt and dishonest promoters and speculators.

Mr. President, political and economic conditions which de-
velop centripetal forces, under which there are accumulations
of capital in the hands of a few, will destroy democracy and
produce socialism or autocracy. If this Republic adopts un-
wise political and economiec policies, if it permits . selfish and
predatory interests to affect legislation and formulate policies,
it will provoke social unrest, encourage socialism and com-
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munism, and weaken the foundations of our social and political
structure.

In my opinion, it is a fallacy to assume that eapital is de-
stroyed by estate taxes. If an estate is taxed and the tax is
paid by the sale of a house or other property, and the individ-
ual who pays for it does so by selling shares of stock to a third
person having savings which he seeks to invest, it is obvions
that there is no destruetion of capital in these transactions.
And If the Government uses the tax collected from an estate
or from Individuals to build houses, there is a transfer of capi-
tal only, not a destruction of it.

Gladstone contended that if death dutles were applied to the
payment of the national debt, there was no loss of capital.
The state, that is, the people comprising it, have, in govern-
ment debt, a liability which is a capital charge. A govern-
ment which has bonds outstanding may take the taxes derived
from the estates of decedents and redeem its outstanding bonds
which are held as capital by individuals, It can be argued
that if government expenses are not pald by death dues, then
some other method must be provided. If they are not paid
by death dues on the estates of the wealthy, those of moderate
means and whose incomes are not large will be compelled to
pay heavier taxes and thus be prevented from saving or from
entering new flelds of investment or capital development.
And if the poor are compelled to pay additional taxes, it will
reduce the expenditures for consumption and react on the pro-
ductive capacity of the laborer and reduce the total industry
dividend, and therefore diminish the wealth of the country.

Professor Stamp in his work on taxation says:

There is no proof that the immediate effect of taking revenue as
death duties reduces immediately potential fixed capital more than an
Income tax which may equally trench upon potential savings.

Professor Seligman referred to the construction of the Pan-
ama Canal. There was a capital investment of nearly $500,-
000,000 paid from the taxes levied upon the people; in part,
from estate taxes. There was no destruction of property but
a transfer from one form to another and from many owners
to one owner. An estate pays a large tax to the Federal Gov-
ernment or to the State government, and a public building,
ruch as a post office for some city, or a schoolhouse, is erected.
There is no destruction of capiftal, but merely a transfer for a
publie use and for a public benefit of property from the many
to the Government. And both the schoolhouse and the post
office are the people’'s property and for their use, so that these
transfers offen are of immense social and economic advantage
to the people.

Mr. COPELAND. Mr.
Senator?

The PRESIDING OFFICER (Mr. Herrix in the chair).
Does the Senator from Utah yield to the Senator from New
York?

Mr. KING. Certainly.

Mr. COPELAND. Is it not true that a great many times
an estate is built up not alone through the efforts of the man
who is the head of the house, but through the joint efforts of
the husband and wife, and perhaps of the children? I confess
I can not follow the arguments laid down so many times with
reference to the imposition of the inheritance tax, because to
me it seems little short of lmmoral and indecent to make an
attack on the widow at the time of her mourning and say,
“ Now, your husband, your natural protector, is dead, and we
are going to take away a part of your property.”

Mr. KING. The Senator, then, is opposed fo estate or in-
heritance taxes being levied by the States?

Mr. COPELAND. I am.

Mr. KING. The Senator is not alone in that poesition. I
have referred to the New York Evening Post and the attitude
of a number of rich people who believe that the accumulations
of a person in his lifetime should not be taxed upon his death.
Some think it is illegal; others that it is immoral and unjust.
With due respect to these views, I belieye that inheritance
taxes and estate taxes, in one form or another, will continue
to be levied in all civilized and progressive countries. I con-
fess that where there is a dual form of Government such as we
have in the United States the application of the principle of
inheritance and estate taxes presents some difficulty, or at any
rate it calls for the exercise of the utmost wisdom, and, if I
may use the word, considerable technique, in order that no
injustice may be done and that due recognition of the rights
of the sovereign States, as well as the National Government,
may be accorded.

The objection nrged by the Senator, that the widow and per-
haps the children have alded in saving and in accumulating
the estate may be made against the imposition of any taxes,

President, may I interrupt the
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but incomes are not Immune from taxation becaunse of the
service of the wife or of the children. All of the States, where
estate or inheritance taxes are laid, exempt a considerable
amount from taxation. The same with the Federal Govern-
ment. The taxes in the aggregate levied upon estates are not
suflicient to materially reduce them.

Mr. COPELAND. One more suggestion, The other day I
used the illustration of the Ford fortune. If Mr. Ford was to
die, under laws which have prevailed, 40 per cent would be
confiscated by the State.

Mr. KING. I do not agree with the Senator’s statement. If
he refers to the Federal tax, the amount paid would be less
than 18 per cent, because if the maximum upon the estate in
the highest bracket may be 40 per cent does not prove that the
aggregate tax is 40 per cent. As the Senator knows after a
liberal exemption the tax is laid progressively from 1 up to 40
per cent, so that the tax upon the entire estate would be, as I
have stated, very much below the maximum figure. Neither
do I agree with the Senator that an estate tax is confiseation.

I have discussed the proposition that inheritance and estate
taxes are not confiscatory, neither are they a levy upon capi-
tal. I repudiate the view that the collection of taxes for the
" Dbuilding of roads and schoolhouses, and the conservation of
public health, and the execution of the various duties devolved
upon the States and upon the Federal Government, is fo be
regarded as the confiscation of property. In order to obtain
the benefits of good government, taxes must be collected, and
with greater social needs, incident to our complex social and
industrial condition, the larger are the contributions, in the way
of taxes, that will have to be paid by the citizens of civilized
states.

Mr. COPELAND, Then, if within six months Mrs. Ford
were to die, 40 per cent of the remaining 60 per cent would be
confiscated by the Btate, which would be 24 per cent more of
the original estate, or a total of 64 per cent, which would
leaye 36 per cent. Then if Mr. Ford's son should die within
the same year, another 40 per cent would be taken away, which
would leave less than 25 per cent of the original estate intact.

If T understand the Ford enterprises, all this great fortune
is invested in a business which necessitates such funds as
Mr. Ford possesses, and if these calamities were to happen,
and they are conceivable, it would mean that the Government
would confiseate 75 or 76 per cent of the Ford estate, and
the Ford business would be ruined. Out of that business has
come convenience to the public in the way of cheap ecars
and- tractors; and more than that, Mr. Ford has demonsirated
how labor can be decently treated and has chosen to give labor
decent treatment. Of course that is an extreme case, yet
after all I feel it iz an argument in favor of the wiping out
of the idea of the inheritance tax.

AMr. LENROOT. Mr. President, will the Senator yield?

Mr. KING. Certainly.

Mr. LENROOT. In the first place, the taxes upon the
estate would not be 40 per cenf. There is no estate, even
under the present law, which pays anything llke 40 per cent
or one-half that much. :

AMr. COPELAND. But it has been as high as that.

Mr. LENROOT. It would be 40 per cent only in the highest
brackets.

Mr. KING. It would be less than 20 per cent.

Mr. LENROOT. On the Ford estate it would be bhetween
20 and 25 per cent. The earnings of the Ford plant during the
five years which they have in which to pay it wounld pay every
dollar of the Federal tax without touching one dollar of the
principal investment.

Mr. COPELAND. It is all very well to say the earnings
would be there. I doubt exceedingly if Mr. Ford and his son
were taken away whether there would be any earnings at
all,

Mr., KING. If the Senator from New York desires to con-
tinue his eulogy of Mr. Ford and his business methods, I hope
he will do so in his own time. I have been interrupted so
frequently by Senators that any econtinuouns treatment of a
point or subject is impossible and a retracing of ground al-
ready dlscussed is made inevitable.

Mr. COPELAND. Let me say in closing to my friend from
Utah that I am opposed on principle to the idea of an in-
heritance tax.

Mr. KING, As I have stated, the Senator belongs to the
group that is attacking the levying of estate taxes in any form
or by any jurisdiction. His position is not in keeping with
modern and progressive and what I regard as rational and just
tax policies. As Doctor Seligman has stated, both income and
inheritance taxes are products of democracy and are applied in
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democratic countries. The rich, and particularly those with
enormous fortunes. have usually opposed taxes upon their in-
comes or their property. They have preferred excise taxes in
various forms, sales taxes and indirect taxes which fell most
heavily upon the poor. Property was more sacred than human
life and more important than social and human needs, but as
the sun of liberty advanced, archaic forms and policles were
burned away.

We now, while protecting property and having due regard for
vested rights, are seeking juster principles of government, the
application of nobler and higher ideals in our civil polity and
In our social relations. We see enormous fortunes produced
almost overnight, in part due to stable and free government,
and because the arm of protection is thrown around the strong
as well as the weak. And men of vislon and of probity and
with a desire to promote justice and liberty, seek the enact-
ment of laws which will compel all classes to bear a just and
fair share of the burdens of government,

-And so the political economists of the day and the most
enlightened thinkers of our time advocate estate taxes, income
taxes, and taxes upon the nef incomes of great corporations,
believing as they do that the prineciple of ability to pay is
most effectively recognized in the enactment of measures of
this kind.

Mr, COPELAND. I am sure the Senator will yield again
for & moment?

Mr, KING. I yield.

Mr. COPELAND. I want the Senator to know that I am
not following the lead of the New York Bvening Post,

Mr. KING. Oh, I know the Senator is not doing that, of
course.

Mr. COPELAND. The greatest handicap I had in my cam-
paign when I ran for the Senate was that the Post was
for me. I never was able to explain it satisfactorily.

Mr. KING. Of course the Senator is following his own
view. 1 attribute to him the utmost sincerity in his oppo-
sltion to all forms of taxation of estates.

Mr. COPELAND. Mr. President, will the Senator yield
again?

Mr. KING. Yes; I yield to my friend from New York.

Mr. COPELAND. I would not want to leave a wrong im-
pression in the mind of the Senator. When the man is alive
and when his estate is enormous and the income great, I will
go as far as the Senator will in levying a just tax, a graduated
tax, a tax which measures up to the tremendous income of
the man. On this account I assume I am with the Senator
in the thought that in the higher brackets we have not gone
as far as we should.

Mr. KING. The Senator, If I understand him, thinks that
in the income tax provisions of the pending bill, the maximum
ought to have been more than 20 per cent. I was in favor
of a maximum of 25 per cent reaching the highest bracket
where incomes were in excess of §500,000.

Mr. COPELAND. I do not think the bill which is pending
here is a perfect bill by any means, because it does not go far
enough in the taxation of those who come within the higher
brackets. That is what I mean. I will go with the Senator
on that matter, but when it comes to the confiscation of prop-
erty from an estate after a man has died, I am not with him.

Mr. KING. The Senator does not regard it as <vonfiscation
to tax incomes and property, whether productive or unprodue-
tive, during the lifetime of the owner, but regards it as an
indefensible and meretricions act to tax property after his
death. It is not unethical or unjust, measured by the stand-
ard which the Senator adopts, to tax incomes of individuals,
though in so doing it may be an encroachment upon capital,
and may in some instances, to use the Senator's expression, be
confiscatory.

The Senator knows that there are many instances in which
the regular State and Federal taxes, exclusive of inheritance
or estate taxes, have compelled the sale of property and
brought almost irretrievable financial ruin to the owners of
the same. There is nothing improper in that in the Senator's
view. But if a man accumulates fifty or one hundred million
dollars, then upon his death the property becomes so sacred
that those to whom it is devised or bequeathed may not be
required to pay any portion of the same or the income derived
therefrom as estate or inheritance taxes. The property is not
sacred in the life of the owner, but upon his death it acquires
a higher moral and legal status.

Mr. CARAWAY. Mr. President, may I ask the Senator from
Utah a question? '

The PRESIDING OFFICER. Does the Senator from Utah
vield?

Mr. KING. Yes.
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Mr. CARAWAY. The property has pald Its taxes while it
was in the hands of the living, has it not? That is the theory
of the law.

Mr. KING. Perhaps the owner of the property pald a full
and fair tax upon the same during his lifetime. We know that
some estates escaped a full tax during the owners' lifetime.

In regard to the theory of the law mentioned by the Sena-
tor, I do not quite understand how the acceptance of that
theory justifies or compels the removal of estates of decedents
from the realm of taxation or the application of inheritance
tax laws,

Mr. CARAWAY. But so far as this argument is concerned,
we will concede that it has paid the tax, and had the man
lived he would have paid no additional tax, except the tax
levied on all other property at the same time. Does the Sena-
tor from Utah see no difference between earned income and
an estate bequeathed by the ancestors to the heirs?

Mr. KING. The owner of the property, by paying a tax
one year, was not relieved from paying the following year. In
other words, property is subject to repeated taxations. An indi-
vidnal may pay taxes upon property for years which is un-
productive. Suddenly it becomes productive and he is taxed
upon the property which has been repeatedly taxed, as well as
upon the income.

The devisee or legatee of property has never paid tax upon
ft. It is to the heir an unearned increment. I am not subfle
enough to comprehend why, because it was taxed in the hands
of the decedent, it should not be taxed in the hands of the de-
visee or legatee.

Mr. CARAWAY. Let me ask the Senator a question. Of
course if the ancestor had pnid the last dollar that had been
assessed against him on the day before he died, and then died,
the property would be faxed, then in the hands of the heirs
the beneficiary, not because there had been any aceession of
wealth but because by the hand of death the ownership had
been transferred from one Individual to another. It is the
same property that has paid its taxes, is it not?

Mr. KING. Under the Senator's statement, the usual and
ordinary taxes were paid.

Mr. CARAWAY. Yes, and in the hands of the heir at the
next annual tax-paying time it will pay taxes again; but the
only contention is—and I can see the Senator's viewpoint—that
merely because the ancestor died the State ought to take a
part of his accumulations. It is the old theory under feudal-
ism that at the death of the individual all the property became
the property of the king, and it went out again as a new obli-
gation to the one who received it.

Mr. KING. Suppose the decedent had died the day before
the taxes upon his property were due. It could not be argued
that the rightfulness or morality of an estate tax would depend
upon that condition. It would he absurd to say that in a case
of this kind an estate tax could be justified, but if he had
paid his taxes the day before his death, his estate would not
be subject to estate taxes.

But, Mr. President, I have consumed too much time in dis-
cussing these points. I ean only say that in my opinion I
see nothing illegal or immoral in subjecting the estates of indi-
viduals to the payment of inheritance or estate taxes. I regard
an estate tax as entirely proper and believe that the estates
of rich men ewe something to the State.

Mr. CARAWAY. I am not disputing that.

Mr. KING. And therefore an estate tax is proper.

Mr. CARAWAY. I am not merely trying to wrangle with
the Senator about it.

Mr. KING. I know the Senator is not. I respect his point
of view, of course. As I have heretofore said, in 1918 I stated
in substance that, except in rather unusual conditions, the Fed-
eral Government should not tax estates, but that if the States
do not, then the Federal Government would.

Mr. CARAWAY. I have not any objection to the State it-
self levying an estate tax. It is within the province of the
State to determine that.

Mr. KING. But I thought the Senator from Arkansas was
opposed to any form of taxation upon estates.

Mr. CARAWAY. I have said that I am not opposed to that,
buat I do not see the wisdom upon which it rests. However,
that is not the question that we have here. We are not con-
cerned here with what the State should do. I did not intend
to put myself in that position; but I am opposed to the Federal
Government levying a tax for still another reason. I do not
wish to take the Senator’s time; but, in the first place, I have
observed the tendency when the Federal Government enters
the field of taxation to exploit it for every penny it ecan bear.
The State has to do wholly with the question of ihe descent
and distribution of estates. There is not any activity that the
Federal Government can exercise in that behalf. There is
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not any justification, therefore, for It levying an excise tax on
something over which it has no control and over which it
exercises no authority.

The States need the revenue; the Federal Government takes
it; and the more revenue the Federal Government collects the
more extravagant it becomes. Everybody knows that the Fed-
eral Government is now expending at least a billion dollars a
year that it has no justification to expend. The more easily it
can accumulate money the more extravagant it grows; and the
estate tax is a tax that it can exploit for hundreds of millions
of dollars, robbing the States of a source of revenue and en-
couraging extravagance and exploitation by the Federal Gov-
ernment,

Mr. MOSES. Mr. President, may I ask the Senator from
Utah a question?

The PRESIDING OFFICER. Does the Benator from Utah
yleld to the Senator from New Hampshire?

Mr, KING. Yes,

Mr. MOSES. T understood the Senator from Utah a few
minutes ago to say that in 1918 he argued against the Federal
estate tax.

Mr. KING. T stated in substance that the Federal Goy-
ernment had the right to tax estates and that there were many
conditions under which it should avail itself of that source
of revenue, but that with\increasing obligations of the States
I should be glad, so far as possible, to see this fleld of taxa-
tion left open to the State. I stated, however, at that time,
that 1f the Rtates failed to avall themselves of it, or if the
systems which they adopted produced great Inequalities and
injustices, and particularly if some States refused to impose
estate or inkeritance taxes, the Federal Government would un-
doubtedly resort to the estates of decedents for a portion of its
revenue,

Mr, MOSES. Mr. President, I have no desire whatever to
say that the Federal Government has not a right to impose
an estate tax, but I share the early opinion expressed by the
Senator from Utah, that this particular tax should be left fo
the States. What Interests me 1s to learn the process of
reasoning whereby the Senator from Utah has departed from
the attitude which he assumed in 1918,

It 1 correctly understood the Senator, he felt that the estate
tax should be left to the States as a proper source of revenue
for the States, but if the States did not undertake to secure
their revenue from this source of taxation, then the Federal
Government should step In. My understanding is that all the
States except a few have some form or other of estate tax.
Where, therefore, does the Senator from Utah base his con-
tention that the Federal estate tax should be retained?

Mr, KING. Mr. President, I have not changed my position
in this matter. I regarded it as proper to impose estate taxes
during the war, and, as I have stated in the course of these
remarks, we have a war indebtedness of $20,000,000,000, which
must be pald. Many individuals accumulated enormous for-
tunes during the war and some have left large estates, and
others will pass away leaving enormous holdings in part due
to the war. There is justification for the Federal Government
taxing these estates, as well as all other estafes, in a reason-
able amount, at least until the war debt has been materially
reduced.. Moreover—and I am repeating what T have said a
number of times—the States have availed themselves to a
limited degree only of death dues as a source of revenue.

Notwithstanding the heavy burdens resting upon the States,
and they are owing $14,000.000,000, represented by bonds, they
have collected but a few million dollars annually from estates
and as inheritance taxes, and a disposition is manifested by
some States to lower the taxes derived from estates or to not
tax them at all.

In 1916 the States collected but $30,000,000 from estate and
inheritance taxes. Alabama, Florida, Mississippi, New Mexico,
and South Carolina and the Distriet of Columbia obtained no
revenue from this source. Arizona collected but a little more
than 87,000 ; Delaware, $11,000 ; Idaho, £5,000 ; Kansas. $64,000;
Nevada, $3,000; North Carolina, $30,000; Oklahoma. $13,000:
and Orvegon, $87,000. New York, which collected more than
one-fifth of the total of all the States, obtained but $6,457,000.
There has been an increase in the revenues derived by the
States since 1916, and in 1923, $75.000,000 was collected from
this source.

1 have before me a table showing the percentage of total
State revenue receipts obtained from inheritance and estate
taxes for the year 1922. It shows, for instance, that Maine's
percentage was 4.32; New Hampshire, 7.79; New York, 11.46:
and New Jersey, 9.72. The average of the east North Central

States, namely, Ohio, Indiana, Illinois, Michigan, and Wiscon-
sin, was 3.52 per cent; the west North Central States, consist-
ing of Minnesota, Iowa, Missourl, North Dakota, Sonth Dakota,
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Nebraska, and Kansas, gave an average of 2.35 per cent; the
South Atlantie States, 249 per cent; the east South Central
States, 1.23 per cent; and the west South Central States, con-
sisting of Arkansas, Oklahoma, Louisiana, and Texas, 1.6 per
cent; the Texas percentage being thirty-nine one-hundredths
of 1 per cent, and Oklahoma five-tenths of 1 per cent. The
Mountain States, eight in number, gave an average of 1.39 per
cent, and the Pacific Coast States 6.92 per cent.

An examination of the laws of the various States ghows how
incongruous they are, and to what extent inequnalities and in-
justices result because of the overlapping and duplicating meth-
ods and policles and also arising from the multiform methods
of taxing intangibles,

A meeting of the National Tax Association was held in St.
Lonis in 1924 and a resolution was there adopted recommend-
ing that the association take steps to hold a conference at
which representatives of the States and the Federal Govern-
ment should be present to consider the problems of estate
and inheritance taxation. Aeccordingly, a conference was held
in Washington in February, 1925, at which were present rep-
resentatives of the various States and a number of Congress-
men, as well as publicists and political economists versed in
the subject of taxation. There were also representatives of
the Treasury Department who are familiar with our reve-
nue laws.

At the conclusion of the conference resolutions were adopted
referring to the inequality and injustice in death taxation aris-
ing from the ill-balanced and illogical State and Federal death
tax struocture. One of the resolutions reclared it imperative
that—

death tax laws be so changed as to result in a rational tax system
and which will do away with the abuses which tend to bring this
gystem of taxation into disrepute.

A committee of able fax experis was appointed to gather in-
formation and study the question and report its conclusions.
Mr. Frederic A. Delano, of Washington, was appointed chair-
man of this committee.

After an exhaustive examination of the subjeet, the committee
submitted the following conclusions:

1. Inheritance taxes should be substantially uniform throughout the
United States.

2, Inheritance tax laws and rates should be stable,

8. Inheritance-tax rates should be moderate. ;

4, Legislation should be enacted during the next session of Con-
gress providing for repeal of the Federal estate tax, to fake effect <ix
years from the date of the passage of the repealing act.

5. The rate structure of the present Federal estate tax should be
immediately revised downward.

6. The credit provision of the present law should be extended to
allow a credit of all inheritance taxes paid to the several States up to
£0 per cent of the Federal tax.

7. The Federal gift tax shonld be abolished.

8. Substitution by the Btates of estate tax laws for the succession
tax laws now generally employed by the States is desirable,

9. Multiple taxation of the same property by States should bhe
abandoned.

10. Intangible personal property should be taxed only by the State
of domicile of the decedent.

Senators will perceive that the committee does not favor the
repeal of the Federal estate tax law at the present time.. Ref-
erence is made to the injustices resulting from multiple faxa-
tion of the same property by the States, and the committee
refers to the conflicting views in respect to the situs of prop-
erty for taxation and charge that this has led to * abuses
which have become almost insufferable,” The report says that
every State which has an inheritance tax law undertakes to
tax all of the intangible property of its resident decedents,
and the great majority of the States, in addition, impose a
tax on intangible property belonging to nonresident decedents
where the property is located in the States. Thirty-six States
impose a tax on corporations chartered by them, although the
stock is owned by & nonresident decedent; and 11 States
impose taxes upon the transfer of stock owned by nonresident
decedents if the corporation has property within its borders,
notwithstanding it be incorporated in another State. Sixteen
Hfates impose taxes upon stock owned by nouresident dece-
dents, though the corporation is a foreign omne, providing the
certificate of stock happens to be physically located in the
State at the time of death.

If time permitted, I would further disenss these inequalities

and the injustices resulting from the present estate and in-
heritance tax systems.

These are some of the reasons why I am unwilling to vote
for the repeal of the present Federal estate tax law, More-
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over, as Doctor Seligman has pointed out and as I have shown,
a number of the States to encourage migration are either abol-
ishing estate taxes or declare that there will be no estate or
inheritance taxes in the future. It is worthy of consideration
also that there are approximately $14,000,000,000 of tax-exempt
State and municipal securities now outstanding and $20,000.-
000,000 Federal securities, a portion of which are tax exempt.
Doctor Selizman declares that by Federal estate tax these tax-
exempt securities may be made to make some contribution to
the Federal Government. He further adds that—

If there were no other reasons for a Federal estate fax, this would
be sufficiént, namely, to secure justice as between man and man, not
to have ome man taxed two, three, and four times, because if he in-
vests in German and French and Italian bonde he would be taxed
Iere npon his own estate, and then again in Italy, again in Germany,
and again in France,

Without expressing approval of or dissent from the view of
Doctor Seligman, 1 read a further sentence from his testimony
before the hearings before the Committee on Ways and Means:

By reaching the tax exempts you will help to stem this very dangerans
and swift tide toward what T fear 1s social disintegration in this
country.

Returning to the question of the Senator from New Hamp-
shire, I will say that I supported in 1918 the Federal estite
tax because of the necessities of the Government, as well as for
other reasons.

Mr. MOSES. As a war necessity?

Mr, KING. Not alone as a war necessity, but that was the
paramount reason why I sapported it at that time,

Mr. MOSES. Yes; but, Mr. President, we have now reduced
the Federal expenses something like $2,000,000,000 a year.
Why, therefore, should we not remit to the States their proper
source of revenue, namely, the estate tax, as the Senator con-
tends is proper?

Mr. KING. I did not say, or at least I did not mean to say,
that conditions do not now exist to justify the continuance of
this tax.

Mr. MOSES. What are those conditions, may I ask the
Senator?

Mr. KING. I have given a number of reasons which I think
answer the Senator's question. I have referred to the lack of
uniformity in the State inheritance laws; the inequalities
which exist in the various stafutes; the fact that a number of
States and the District of Columbia impose no death dues at
all ; the fact that billions of tax-exempt securities are escaping
taxation except throngh estate taxes; the fact that the Gov-
ernment owes $20,000,000,000 resulting from the war——

Mr., MOSES. For which perfect provision has been made.

Mr. KING. The Senator evidently refers to the sinking-fund
provisions of existing law, but it is one thing to provide by
legislative fiat for a sinking fund and an entirely different
matter to colleet revenue fo meet the obligation. We are mak-
ing provision in the pending bill to meet the Government ex-
penses and to provide for the sinking fund by imposing heavy
burdens upon the people. And the Senate is now trying to
increase the burdens upon the mass of the people by relleving
large estates from paying taxes to the Federal Government,

Let us take off excise taxes; taxes upon automobiles and
admission dues. When we have reduced the taxes o proper
limits and have materially diminished our war debt, and when
the States signify a desire to utilize inberitance taxes and
estate taxes as an imporfant source of revenue and enact laws
that will accomplish that result, iaws which operate justly
and according to moral and legal standavds of equality, then
I shall look with favor npon the repeal of Federal estate taxes.

Mr. MOSES, My, President, the Senator from Utah is a
member of the Committee on Finance and a very diligent mem-
ber of that committee, as he is of every committee of which he
is & member. Can he tell me or tell the Senate or the country
wheiher he has any information to the effect that under the
taxes as now proposed in this measure, even if he could strike
from the bill those burdensome and nuisancelike exeise taxes
to which he refers, there would not still be sufficient revenue
to support the Government?

Mr. KING. In my opinion, with proper economies, we can
repeal all these excise taxes, also the capital-stock tax, and
then there would be sufficient revenue to meet the expenses for
the next fiscal year, and that withont increasing the corporite-
profits tax from 1215 to 13% per cent.

Mr. MOSES. Without reference to what the Senator de-

scribes as proper economies—and I do not know exaetly what
he means by * proper economies ™

Mr. KING. The President, as I recall, nsed those words.
I admit, however, that what the President regards as * proper
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economies” would not answer my definition. In my opinion,
the Budget which he has submitted with his approval recom-
mends considerably more than $150,000,000 in excess of what
should be appropriated.

Mr. MOSES. Without reference to any essential change in
personnel or extent of governmental machinery, Is it not our
constant experience that there comes in to the Treasury every
year a much larger sum of money than any of the experts
have ever estimated?

Mr. KING. It is a fact that for a number: of years last
past the Treasury received hundreds of millions of dollars
from the sales of unused war supplies; and the yield from
corporate and income taxes, as well as from customs duties,
exceeded the estimates of the Treasury experts.

Mr. MOSES, Is that not because, may I say to the Senator
without attempting to inject anything which may seem to be
partisan—is that not because—

Mr. KING. I say no in advance, because knowing the
ratiocinations of the Senator’s mind, I perceive the end of
his question. It is not because of the wisdom of Republican
legislation, or the economy of the Republican administration.

Mr. MOSES. But is it not because of the advance in pros-
perity of the country under the Republican administration?
[ Laughter.]

Mr. CARAWAY. Mr. President, may I ask the Senator
from Utah a guestion? Of course he does not want to answer
a question like that of the Henator from New Hampshire,
which answers itself.

Mr. KING. I have been led into a discussion of matters
not strictly germane to the guestion before us, so I shall de-
cline to discuss the so-called * Republican prosperity " or the
effects of Republican policy. At an appropriate time I shall
be glad to canvass this matter with the Senator from New
Hampshire.

Mr. CARAWAY. I heard with regret the Senator say a
moment ago that he is in favor of remitting to the States the
inheritance tax provided——

Mr, KING. No; I think the Senator misunderstood me.

Mr. CARAWAY. The Senator meant to remit that field of
taxation to the States providing they exercised it and levied
a reasonable tax. The Senator does not mean, however——

Mr. KING. My position is that I am not in favor of the
Federal Government coercing the States into levying a reason-
able or unreasonable estate or inheritance tax. I stated a
number of conditions which must exist before I would be
willing to vote to repeal the Federal estate tax,

Mr. CARAWAY. I am glad to know the position of the Sena-
tor. He does not believe that the Federal Government is in-
terested in what a State does.

Mr. KING. No; in the sense that it can not and should not
interfere with the States in lthe exercise of their sovereign

pPOWers.

Mr. CARAWAY. The State can enter any field of taxation,
or leave it untouched if it wants to,

Mr. KING. That is true; but, of course, the Federal Gov-
ernment has what might be called a platonic interest in the
States. :

Mr. CARAWAY, The Senator does not mean that the Fed-
eral Government should try to exercise any control or bring
any pressure to bear upon the States?

Mr. KING. Mr. President, I deny the right of the Federal
Government to coerce any State or to weaken its sovereign
rights, and Congress should not shape its legislation for the
purpose of compelling the States to adopt policies which sup-
porters of a strong central government believe should be
adopted.

Mr. CARAWAY. If the Federal Government entered that
field, it conld proceed with the destruetion of the States.

Mr. KING. Undoubtedly the Federal Government could
weaken, if not destroy, the States by legislation of the char-
acter indicated by the Senator. I belleve in the maintenance
of the States in all their vigor and power. To impair their
sovereignty would be an assault upon the foundations of the
Government, because they are and should be as indestructible
as the Union, and if the States are attacked or their power
diminished, the Union itself is assailed.

Mr. CARAWAY. The Senator has declared against the
continuation of the so-called nuisance taxes—the taxes upon
automobiles and things of that kind.

Mr. KING. Yes.

Mr. CARAWAY. I am frank to say that I do not think that
I quite agree with him, for it strikes me that if we have the
opportunity to remit a death tax on an estate left to a child
or to take a tax off a Rolls Royce, I believe honestly that it
would be better to put it on the high-priced car and take it
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off of the dead man's estate if there be a choice between the
two. 2

Mr. KING. The sitnation does nof drive the Government to
either extreme, but out of the 17,000,000 cars in the United
States there are very few Rolls Royce. The majority are cheap
cars owned by millions of people. There are more cars in the
small cities, towns, villages, and in the rural districts than
there are in the eities. The owners of automobiles pay more
than a half billion dollars in State, municipal, and gasoline
taxes. I have offered an amendment to relieve them from pay-
ing Federal taxes.

Mr, CARAWAY. And the State is making a market for the
cars by building good roads.

Mr. KING. Yes, and the owners of the cars are helping pay
for the roads; and the gasoline taxes, which are very heavy,
are largely devoted to road construction.

Mr. CARAWAY. There would have been very few automo-
biles if the States had not built roads and made it possible
to use them.

Mr. LENROOT. Taking the other extreme of the illustra-
tion of the Senator from Arkansas, what would he think about
taking off the tax on the farmer's Ford and putting it npon
the $10,000,000 estate which was not earned?

Mr. CARAWAY. The only thing about it Is that the tax
on the farmer's Ford is a tax that he voluntarily assumed.
He buys the Ford because he wants it. The thing that is laid
upon the dead man's estate is because the hand of God has
stricken him down. There is a very wide difference hetween
assuming a luxury and buying it beeause you want it, and
simply being unable longer to live and therefore being taxed
because you have to die,

Mr. KING. The Senator from New York [Mr. CoperLasD]
evineed great solicltude for the heirs of deceased persons,
and seemed to question the right of a State to tax decedent’s
estates. I called attention to the fact that liberal exemptions
are allowed in those States where death dues are imposed.
That is true of the Federal Government, The right to fransmit
property is not a natural right. It rests upon law. The State
of Virginia might pass a law that no man could transmit his
property and that upon death it should escheat to the State.
Such a law, in my opinion, would not be unconstitutional. I
am assuming, of course, that in the constitution of Virginia
there is no prohibition. The right of devolution depends upon
the legislation of the States and, of course, upon State con-
stitutions.

Mr. CARAWAY. Mr, President, will the Senator yleld?

Mr. KING. I yield.

Mr. CARAWAY. The Senator says the right to hold prop-
erty is a right granted by legislation. Then, what objection
would the Senator have to a capital tax?

Mr. KING. A thing may be morally or legally and tech-
nically right, and yet it might be inexpedient and exceedingly
unwise to exercise the right. Undoubtedly the State could levy
a capital tax. I am assuming, of course, there is no prohibition
in its constitution. Buf, as I have heretofore stated, most
taxes are in a technical sense—or at least in the last analysis—
a tax upon capital. Unproductive property, as I have stated,
pays taxes, and oftentimes in order to meet the levies the
property is sacrificed by the owner. The income derived from
property becomes capital in the hands of the owner. He may
invest it in real estate or other property. It is still capltal
He may be required to pay all or a portion of it to the State,
It has not changed its qualities or characteristics, whether
invested or deposited in the bank or paid to the State.

Mr, CARAWAY, Then, why not just adopt a tax providing
that when a man's property no longer yields him an income,
and therefore we can not reach him with an income tax, we
will take so much of his principal every year—as much as
the State ought to take if he had been a citizen who earned
something?

Mr. KING. DMr, President, there are defects and injustices
in all tax laws, and in revenue enactments the Government
does not always go-to the limit of its technical legal anthority
and power. It might do many things which would be unwise
and unjust, and ultimately defeat the very objects in view,
But governments in all legislation, and particnlarly in tax
legislation, must consider what is wise and what is best for
the public welfare.

I repeat, there is a shadowy line of difference in principle
when we get to the very base of the question between taxing
the proceeds derived from property and taxing the property
itself. There is a great deal of difference, however, in the
results, It would be unwise for the State under the taxing
power to transfer property bodily from the individual to the
State. The State does not want the goods and chattels and
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the real estate belonging to individuals. It wants only sufli-
cient of the earnings of the people to meet the imperative
needs of the State. If it takes more, it is robbery.

If the corpus of property were transferred to the State, the
revenues of the people would soon be reduced to the vanishing
point and we would have a communistic state. Lenin in Rus-
gia; by proclamation or, as some say, by legislative flat, trans-
ferred all property from the individuals to the state.

The result has been calamlity, and the folly, if not the wick-
eduess, of such a procedure is beglnning to be realized by some
of the more progressive and intelligent bolsheviks, and a move-
ment which will prove irresistible is now observable in the
direction of private or individual ownership of property. But
the harm which has come to Russia can not be estimated, and
generations will pass before the effects of the awful tragedy
of bolshevik rule will be effaced from Russian life.

The Senator from New York referred to Mr. Ford, and was
concerned about his factories and his plants if estate taxes
are to be continued. Mr, President, the death of Mr. Ford
or Mr. Morgan or any other great captain of indusiry or
finance will have but slight effect upon our economic or indus-
trial life. These men are but bubbles upon the swelling tides
that carry humanity forward. Industrial and social systems
are modified and changed with the passing years. If such or-
ganlzatlons as Mr, Ford’s are for the social and political wel-
are of the people, they will survive. Otherwise, not. Mr,
Rockefeller, whose commanding genius built up the Btandard
01l Co., is a passing, if not, a past figure. And yet his power-
ful organization is more omnipotent now than ever. Doubt-
less Mr. Ford's stock will pass from his hands before his
death and the organization which he has built up will survive
his death.

Buf, Mr. President, reasonable estate or Inheritance taxes
will not destroy organizations of this character. We need not
worry over these huge estates or the properties of Mr. Rocke-
feller or Mr. Ford. Wealth will care for itself. If not im-
mortal, it has many lives and enduring qualities. But, of
course, all revenue laws should seek justice and should treat
with the same fair consideration men of wealth as the poorest
and humblest eitizen in the land. :

I referred to the question of the devolution of property. The
hest interests of society justify the right to transmit property
by will, but as a man's earnings in his lifetime are subject to
taxatien, so also may his accumulations be taxed after his
death. The right to transmit may be taxed, and it has been
definitely established that the Federal Government may impose
such a tax. That was held In the case of Knowlton v, Moore
(178 U. 8. p. 41), and in the case of Purdy v. Eisner, decided
in 1921.

The value of all tangible property in the United States is
£320,000,000,000 and the income. derived therefrom amounts to
between $50,000,000,000 and $60,000,000,000, annually. It seems
to me rather absurd to argue that for the Federal Government
and the States to collect less than $200,000,000 annually, is a
capital levy.

In the calendar year 1922, the gross estates In process of
settlement amounted to $2,937,000,000, and the net taxable
estates to $1,673,000,000, and the Federal tax to £119,000,000.
In 1923 Doctor Seligman states that the gross estates were
$2,525,000,000 and the net taxable estates $1,874,000,000, with
a tax of £G9,000,000.

Great Britain with its heavy death duties Is increasing its
capital. And notwithstanding the mournful eries in the United
States as to the effect of death duties preventing savings and
destroying capital, the savings in our counfry are greater than
ever before, and the accumulations in the hands of the estates
were never so large.

It is argued by some that the earnings of individuals and
corporations are not solely derived from the States in which
the individuals reside or the States in which the corporations
were organized. At one time business was largely intrastate,
but now much of it is interstate, and States are largely geo-
graphical expressions so far as business and business activi-
ties are concerned. There is no commodity that can be domi-
nated intrastate.

The products of farm and field and mill and mine quickly
pass beyond State lines. Most mines of the West are owned
by stockholders who reside in the East. The men of the West
toll and preduce copper, gold, silver, and lead, but the net
earnings are not enjoyed by them, but by corporations and
estates or trustees or individuals in the East. The wealth of
New York is not produced in the Empire State exclusively, but
from all parts of the United States it flows like rivulets and
streams from the mountains to unite in cne mighty river.

It seldom can be said that the estate of a decedent was
produced by or in one State alone—in the State where the de-
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cedent had his domlieile. Indeed, the efforts to enforce the
State inheritamce and estate taxes reveal the fact that often-
times the decedent’'s intangibles, based upon property beyond
the limits of the State in which he died, greatly exceed in value
the property situate within the State of his domicile. The
estates of decedents of moderate means are usually found to
have listed property beyond the State in which the deceased is
resident, and many individuals live in one State—for instance,
New Jersey or Connecticut—whose business activities are
within the State of New York.

The great economic and industrial changes in our country do
not permit of the establishment of an inflexible formula for the
taxing of estates. However, I believe that death dues should
not constitute any considerable part of the revenues of the
Federal Government, Indeed, as I have indicated in the mi-
nority views which I submitted to the Senate as a member of
the Finance Committee, the time would come when this field
gf taxation with property might be left exclusively to the

tates,

Mr. President, I regret having occupled so much of the
Benate's time, but repeated interruptions have led to repetition
and prevented a concise presentation of the subject. I hope
the Senate will reject the amendment offered by the Finance
Committee and accept the provisions of the House bill dealing
with estate taxes, with an amendment striking out the provision
calling for the return of 80 per cent of the taxes collected, and
gontinulng the present provision which remits 25 per cent to the

tates.

If it were a propositlon de novo, I should oppose the return
of any of the taxes collected to the Btates, but the present law
carries the 25 per cent provision, and I realize how utterly
impossible it would be to secure a repeal of that provision. In-
deed, the House has insisted upon changing the figures to 80
per cent,

The estate-tax provision as It appears in the House bill is
unsatisfactory to me, but in view of the fact that it provides
for estate taxes within reasonable limits, I prefer it to the posi-
tion taken by the Finance Committee of the Senate.

I shall at the proper time ask for a vote upon my amend-
ments to the pending bill, which call for the rejection of the
Benate commitftee’s amendment and an acceptance of the House
provision, with an amendment providing for 25 per cent in-
stead of 80 per cent of the taxes collected to be returned to the
States from which they were obtained.

Mr, CARAWAY. Mr. President, I shall occupy the time of
the Senate for only a minute.

I am opposed to any provislon in a tax bill that undertakes
to levy a tax within the State and return it to that Siate
conditioned upon the Btate surrendering some right, which
the bill, as it éame from the House, did. It undertook to co-
erce the State into levying an inheritance tax or estate tax,
in order that it might recelve back from the Government
80 per cent of the amount of inheritance tax paid in that
State, which the Federal Government sought first to collect
and to transmit to the State.

If that principle shall be recognized, the independence of
the State is destroyed. First, you may compel it to levy taxes
when, as in the case of Florida, it does not need the revenue.
After yon had exploited that field you could control any other
activity of the Btate. I called attention a while ago to the case
of the late Senator Lodge, of Massachusetts. Had he fallen
upon this instead of the idea of a force bill he would have had
a very much more effective weapon in his hands. It would be
perfectly easy to compel the State to surrender its control over
any of its internal affairs or else crush it by taxation. The
proposal is so vicious that it is nonunderstandable to me that
any one should approve it. Under the exercise of a similar
power the Federal Government could make (alifornia come to
fte knees and surrender its right to exclude Japanese from
owning lands within the State. It could make my State, as I
said a minute ago, surrender its right to maintain separate
schools for white and black children. It could destroy the in-
dependence of the States in any respect and in every respect,
and therefore I can not understand how anybiody should have
supported the proposal.

It is just as vicious under the amendment offered by the
Senator from Utah, to return to the State 25 ner cent, as it is
under the provisions of the bill as it came from the House, to
return to the State 80 per cent. It is the principle against

which I protest; and I do not believe that any Senator, after he
thinks of it, will be willing to enter upon that dangerous fleld
of coercing the State by threatening to burden it with taxes if
it does nat adopt a certain policy that the Federal Government
may approve.

Back of that, 1f the State wants to levy an estate tax or an
inheritance tax, of course, that is for the State.

I have no dis-
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position to express an opinlon as to what the States should do.
I am at a loss to understand, however, as I have said before,
how the morality of the act can appeal to anyone. It rests,
not upon the acquisition of new property, not upon any benefit
that has accrued to the one on whose property the tax is
levied ; but simply because the one who accumulated the estate,
and who Las pald every dollar of the tax assessed against {t—
paid as much as his neighbor, paid all the law asked or all the
law had a right to ask of him—dies, and the property is trans-
mitted to his heirs, at once a part of that property is taken, not
becanse any benefit has accrued, not because any acquisition
of new property has accrued to the party receiving it, but sim-
ply becuuse the ancestor dies the state takes a part of the
estate,

There was a time when, upon the death of one who owned
property, his property became that of whoever could seize it.
There was just as much morality in that as there is in this act.
They took it because he was no longer able to defend it, be-
canse he was no longer alive, It became the property of those
who could first lay hold of it. After a while it escheated to
the king or to the lord, and he gave it back to the heir with
certain burdensome conditions attached to it. But through the
long centuries, when people fought for their right to acquire
and control their own property as well as the right to control
their own actions, it finally became recognized that a part of
the very right to hold property at all was the right to transmit
it. I do not see, therefore, under what pretense, simply because
one is dead, the State or any one else has the right to go in
and take a part of the estate. If it can take 20 per cent of it—
and that seems to be the virtue claimed for this proposal, that
it does not take more than 20 per cent—if it can take 20 per
cent it can take 100 per cent, If the holding of private prop-
erty has proven to be a curse and not a benefit, let us let the
property escheat to the state upon the death of the person who
accumnlates it; let us take it all, because under the same
power of laying our hands upon the dead man's estate we can
take 100 per cent of it as easily as we can take 20 per cent.

1 believe everybody ought to pay his taxes, and pay in ac-
cordance with his ability to pay, but after he has paid them
I think then he ought to be acquitted from any other burdens
that everybody else In the State does not bear with him.
Nobody can contend that an estate tax rests equally upon all,
becanse it does not. It is not meant to.

This field has been well gone over. I wish now to offer an
amendment, which I understand is to be accepted, not d_ealing
with this particular question, but dealing with the guestion of
making available to the taxpayer information which may be
received by the department, or any agent thereof, in determin-
ing whether or not a taxpayer has in fact paid all the taxes
that he should pay; in other words, to enable him to have a
trial when he knows who it is that says he has not discharged
his obligatlon to the state, and that he may know what the
charges are, and not have a star chamber proceeding, as we
now have.

I offer this amendment, and ask that it be printed, and le
on the table,

The PRESIDING OFFICER. Withont objectlon, the amend-
ment will be printed, and lie on the table,

Mr. BRUCE. Mr. President, I can not let the amendment
suggested by the Finance Commiftee to the pending bill pass
to a vote without distinetly placing on record my personal
convictions in relation to it, not only by my vote, but by an
oral expression of my sentiments.

I do not believe that there is a fleld of any sort Into which
the hand of reform can more seasonably be pushed at the pres-
ent time than the field of post-mortem taxation. Has your
attention ever been called to the fact, Mr. President, that under
the tremendous mass of superincumbent taxation which now
rests upon the estates of decedents, it is entirely possible for
the estate of a decedent to be totally destroyed by taxation?
Some time ago the president of one of our trust companies in
Daltimore came out in a most interesting pamphlet in which
he mentioned several specific instances in which the entire
value of the estate of a deccdent had, by general property
taxation, income taxation, Btate transfer taxation, and other
forms of taxation, been completely absorbed. In other words,
the Commonwealth had taken everything and nothing was left
for the heirs. So it seems to me that any subject which is
closely related to the general subject of post-mortem taxation is
at the present time one calling for the closest and most earnest
consideration.

I do not say that the estates of decedents should under
no circumstances be subject to estate or inheritance taxation,
though I think that muech could be said in behalf of that idea.
A man dies, his estate continues to be taxed in the hands
of his personal representatives, and when later on it is dis-
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tributed by them it still remains taxable in the hands of _he
distributees,

Abstractly, I might not unreasonably deny the right of the
State to tax the mere privilege that a man enjoys during
his life of providing for the transmission of his estate after
his death to his beneficiary. An estate tax diminishes in-
centlves to thrift and accamulation; it is a tax on capital,
and often can be raised only by the sacrifice of nonlignia
assets. But when one calls attention to these things, he is
wandering off more or less into the provinee of a priori
philosophy, and I have no disposition, when dealing with such
an eminently practical thing as taxation necessitated by ex-
traordinary exigencies, to allow myself to be drawn off into
any such province.

I will assume that, either for the purposes of Federal or
State taxation, the estate tax should be continned as a part
of our tax system; but I do say that no Member of this body
has the right, under the guise of taxation, to seek sociai
legislation. That, it will be recollected, Mr. President, was
only a short time ago bluntly stated by the President in one
of his messages.

When I turn back fo the records of the Sixty-third Congress
I find the Senator from Nebraska [Mr. Nomris] saying that
his purpose in offering an amendment relating to the estate
tax was to break up swollen fortunes; that is to say, not to
bring money into the Treasury of the United States for fiscal
purposes merely but to work the dislntegration of great for-
tunes, As long as there is a Federal Constitution, as long as
there are State constitutions, as long as there are State legisla-
tive bodies not accessible to corrupt influences and honest and
fearless executive officials, I for one am not afraid of swollen
fortunes,

I have heard Members of this body express themselves as if
wealth were some kind of ogre or monster, *Gorgon or
Chimera dire,” as the poet says. For one I do not regard
wealth as a curse. I regard it as a blessing. If it is ever a
curse it is only because the representatives of the people have
not been faithful to the injunctions of the. Constitution aud
laws which they are sworn to obey.

To my mind a rich man in a community is nothing less than
an irrigating stream passing through an arld plain,

The extent to which he can make any personal use of his
fortune is most limited. If I am rich, I can nof spend a dollar
without benefiting everybody in the community around me.
The only wealthy man, as I had occasion once to say upon the
floor of the Senate, whose wealth does not benefit everybody
about him, Is the man who keeps his wealth up a chimney or
in a hollow tree or in a hole in the ground. No sooner does an
opulent man begin to expend his money than he benefits the
butcher and the baker and the eandlestick maker; everybody,
in a word, who can be profited by the beneficent flow of a
stream of wealth.

I live, I thank God, in a community in which there iz no
prejudice, or no prejudice worth speaking of, against wealth.
I am not wealthy myself, and I am glad further to say that,
as one member of that community, I, too, have no bias against
riches, It is to our wealthy men in Maryland that we turn
whenever we need money for eleemosynary purposes or good
purposes of any kind. In speaking for the rich men of Mary-
land I can say that we never call npon them in vain. They
are among our best cltlzens, among our best citizens in every
sense of the word. Their hearts are enlisted in religions
work, in charitable work, In public tasks of all sorts, and,
as I have also had occasion to say on this floor before, if there
is any place in the Union where wealthy men are not duly
prized, please let the place pass them on fo the State of Mary-
land. We will take them, and gladly take them, and if any
of them have any disposition to disregard our wholesome laws,
we have honest and capable officials to see that any injury
that is done by them to the public is soon redressed.

At times I find difficulty in understanding why the wealthy
men of this country are so patient under the constant denun-
ciation to which they are subjected. One day they are held up
to public scorn as freebooters, conspirators, malefactors of
great wealth, men who do not have anything, really, in
common with their less fortunate fellow citizens. men who
should be more or less legislatively proscribed, and person-
ally visited with stripes and chains.

Under such circumstances it is a little perplexing to ask why
a man like Rockefeller, or Carnegie, or Duke, or any other
very rich man, living or dead, like them should not weary,
or should not have wearied, of well doing. Yet, after all this
misrepresentation and invective, after impositions even of 40
per cent held over their entire fortunes we have seen such
men continue in their wealth, in one way or another, to be
fruitful of benefits not only to the communities in which they
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live but to the entire United Rta}en: the Rockefeller fortune
vear after year contributing millions and millions of dollars
to the education of the poor, ambitious youtn of the land;
the wealth of Carnegie year after year, in the form of noble
libraries and other beneficent instltutions, conferring a boon
of such value upon humanity that it can hardly be expressed
in words; and Duke only a few months back conferring upon
his native State for higher educational purposes a pecuniary
bounty amounnting to not less than some $94,000,000,

The truth is I suspect that these rich men make the allow-
ance for the abuse to which they are subjected. They have
too much sagacity, too much knowledge of the world and of
the course of human affairs and the play of human character
not to make such allowance. They know that most of the
attacks upon wealth are inspired by mere cant or demagoguery
to which no intelligent, rational man should be too quick to
lend his ear.

So it would be againgt my principles to give my approval
to any estate tax that is designed merely for the purpose of
breaking up swollen fortunes. Of course, I do not wish to be
misunderstood. Wealth has its temptations, its strong, urgent
temptations, but no temptation at that so strong or so urgent
#% the temptations of indigence. All forms of power—and
wealth is an imposing form of power—must be vigilantly kept
in eye by the representatives of the people. As John Randolph
of Roanoke once said, “ Nothing can limit power save power.”
Assuming that a democratic society has a sound constitution

. and sound laws and honorable, upright and faithful representa-
tives to enforce them, there is nothing to justify the fear that
any class of men, however affluent it may be, will ever consti-
fute any permanent incubus upon the popular welfare.

I am in favor of the amendment offered by the Finance Com-
mittee, because it abolishes in toto the Federal taxation of
estates; and I say that because I think that in times of peace,
in times when the Federal Government is in no need of extraor-
dinary sources of taxation, the field of estate or Inheritance
taxation should be left exclusively to the States.

It is under the protection of the States that property is
acquired and held, willed, and distributed. The estate llable
to an estate or inheritance tax is a creature of State govern-
ment, not of the Federal Government, Primarily, therefore, the
c¢laim of the States upon estate and inheritance taxation as &
source of taxes is paramount to that of the Central Government.
That fact has been recognized by the latter Government from
the very beginning. In 1797 Congress imposed a tax upon lega-
vies and distributlye shares: in 1802 it was repealed. In 1862
Congress imposed a similar tax upon legacies and distributive
shares: in 1870 it, too. was repealed. In 1898 a slmilar tay
was imposed by Congress; in 1902 it, too, was repealed. In
other words. the Federal estate or inheritanee tax is a war tax.
It has always been the offspring of either flagrant or impending
war. Such was its origin in 1797, in 1862, in 1898, in 1916. In
1916, as the Senator from Florida [Mr. FreTrcHER] said, we
were on the eve of war. We heard the rumblings and felt
the fremblings of the approaching earthquake. We had reason
to believe that we would soon be involved in war, and simply
took time by the forelock when we created the estate tax of that
year. Some of the Members of this body, T am sure, will
remember that when the estate tax was modified in October,
1917, it was expressly referred to as the war estate tax. That
is my answer to the Senator from Wisconsin [Mr. Lrxroor],
who questioned whether the estate tax imposed in 1916 was in
truth a war tax.

Mr., LENROOT. Does the Senator say that when it was
imposed in 1916 it was a war tax

Mr. BRUCE. I do.

Mr. LENROOT. That is when it was first levied.

Mr. BRUCE. Yes:; It was levied first in 1916. In the
State in which I live a national defense association, composed
of the foremost citizens of Baltimore, was in existence in
1916. I affirm, as I have often done, that the merchants and
other business and professional men of Baltimore showed far
more foresight on the eve of the World War than many states-
men in Washington did, not excepting some who were holding
the very highest posts under the Federal Government.

In the present instance, too, the exigency that evoked the
Federal estate tax has passed or Is passing so rapldly that
we may regard it as passed. Federal taxation is diminishing
like a melting snowball. State and municipal taxation is in-
creasing like a rolling snowball. Every year now sees a
marked diminution of our national debt, and that notwith-
standing the fact that a steady reduction in Federal taxation
is going on from year to year, but the level of State and
municipal taxation is rising higher and higher from year to
vear. The very richest sources of taxation are open to the
Federal Government. There i the great field of tariff taxa-
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tlon—what appertains to the power of the Federal Govern-
ment to impose duties on imports of every sort, a most fruit-
ful source, an exceedingly constant source of revenue. There
is the income tax with its enormous potentialities, and for my
part I should like to see the States surrender the privilege
of income taxation altogether to the Federal Government, but
I do not think that the Federal Government counld set up a
juster claim to the exclusive right to levy income taxation
than the States to the exclusive right to levy estate or inher-
itance taxation. :

‘Why, Mr. Presldent, to the Federal Government the estate
tax amounts to but Iittle. It Is calculated that in 1926 it
would only be some 3.9 per cent of the whole volunie of Fed-
eral internal revenue taxation. Now that the shadows of war
have fled and there is no longer any oeccasgion for the Federal
Government to rely upon estate taxation for war purposes, the
power of the States to levy such taxation might be a matter
of the very highest degree of significance to them. There are
some States in the Unlon that derive as much as 14 per cent
of their entire revenue from estate or inheritance, taxation, and
s0 on down the secale, to 13, 11, and 10 per cent. In other
words, the right to tax estates or inheritances is a matter of
momentous importance to the States, but of comparatively
trivial importance to the Federal Government. Why then
should not the right be surrendered by the latter Government
to the States?

Surely with such splendid resources as import duties and
income taxes the Federal Government might be generous
enough to let the States have estate or inheritance taxation
solely to themselves. As I have intimated, the States need it
badly. A legislative committee reporting at Albany last year
called the attention of the New York Legislature to the fact
that at that time taxes in one form or another were absorbing
no less than 30 per cent of the net revenue of the New York
farmer, and of the farmer at that who was possessed of the
most productive lands in the State of New York. Of course
the percentage was still higher in the case of lands less pro-
ductive in value.

Indeed, Mr, President, I can not understand how, with full
knowledge of this state of affairs, some Members of this bodv,
who are forever harping upon the woes of the farmer, can be
unwilling to let the States in which the farmer lives have the
full benefit of estate or inherltance taxation, It seems to
me that the conduct of those Members of this body iz as hope-
lessly inconsistent as the conduect of other Memberg of this
body who are prepared to give their assent to large increases
in the expenses of the rallroads at the very moment when they
are decrying in the bitterest terms the high railroad rates of
which the farmer complains. When I note inconsistencies of
this kind I ean not help believing that on the part of some of
those who exhibit them there is far more uneasiness about
reelection than there is abont the real welfare of the farmer.
8o I say, let us abolish Federal estate taxation altogether,
and let the States have the undisputed enjoyment of that
instrument of taxation.

It follows from what I have sald that not only do I favor
the amendment suggested by the Finance Committee but that
1 am inflexibly opposed to the manner in which estate taxa-
tion was handled by the House of Representatives when the
pending bill was under its consideration. As I have more
than once had occasion to declare since I have been a Member
of this body, it is high time that the Federal Government
should cease to encroach upon the just rights of the States.
I was opposed to the old candid, direct forms of Federal
encroachment upon the domain of State jurisdiction, but feel-
ings engendered in my breast by those forms of encroachment
are but languid as compared with the feelings engendered in
my breast by the more modern forms of Federal usurpation.

The time has arrived when the Federal Government is
thrusting its hand into the very bosom of State authority, -
asserfing sovereignty in one degree or another even over such
subjects as infancy, maternity, labor, education, health, con-
struction of State highways, and what not, things that no one
in the earlier stages of our national history ever imagined for
a moment that the Federal Government would attempt to
intermeddle with. In recent years, through the agency of
what has come to be generally known as 50-50 legislation,
the National Government has contrived a means of filching
from the States a large and a most precious part of their
rights of local self-government.

All of us know how seductively, how insidionsly the Federak
appropriations, which are made from year to year for the
construetion of State highways in the Union, operate. After the
Civil War there was for some time danger of State soverelgnty
being raped. That day has passed. Now the process by which
the Federal Government, year after year, intrudes more and
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more upon the province of State rights is a process of indi
rection, a process of stealth, a process of spoliation in the
guise of helpful beneficence,

In the pending bill we have one of the most striking of all
recent illustrations of that process. A sovereign State of the
Union, the State of Florida, which has never had an estate
or an inheritance tax, or an income tax, has seen fit, in the
exercise of its own ideas of State policy, to adopt constitu-
tional provisions prohibiting State estate or inheritance taxa-
tion, or State income taxation. Did she not have the right
to o that if she saw fit to do it? If her condition was so
fortunate that she could dispense with estate or inheritance or
income taxation, is that any reason why the Federal Gov-
ernment should endeavor, in the cunning manner evidenced by
the House provisions of the pending bill, to deprive her of her
autonomy?

The House proposition is nothing less than an astutely devised
expedient for fitting every State in the Union to one standard
procrustean bed of taxation. The idea of that propoesition is to
make estate or inheritance taxation so alluring to the Stafes
that they will all adopt the same system of such taxation for the
purpose of obtaining the credit of 80 per cent upon their Federal
estate tax bills provided by the House. As, the Senator from
Arkansas [Mr. CaAraway] has argued with such unanswerable
force, the Federal Government might just as well attempt, in
the same oblique manner, to control any other matter of State
poliey, to compel a State to knuckle under to its will in any
respect whatever, In that manner the Fed-ral Government
might exercise dominion over education in the States, the tenure
of property in the States; in flue over any and every matter of
State concern, however intimate or vital. No power would be
left to the States worth a pin's fee if such a practice on the
part of the Federal Government were to be recognized and given
force. And just reflect how unequally the Iouse proposition
would work! Most estates which are settled up in State pro-
bate courts fall below $50,000. That class of estates, of course,
would not be entitled to any credit at all under the House propo-
sition, because there would be no Federal estate tax upon which
the credit could be made.

Mr. LENROOT. Mr. President——

The PRESIDING OFFICER. Does the Senator from Mary-
land yield to the Senator from Wisconsin?

Mr. BRUCE. I yield.

Mr. LENROOT, I should like to follow the Senator, but
I do not quite do so. If the estate is under £50,000 it 1s not
affected at all by the present law.

Mr. BRUCE. That is just what I have stated; conse-
guently, as to such an estate there would be no Federal estate
tax on which any State estate tax could be credited. In other
words, the proposition runs a line of invidious discrimina-
tion between estates of less than $50,000 and estates above
$50,000.

Then another thing is to be borne in mind; inheritance
taxation in many of the States—there is not much estate
taxation in the States—is limited to collaterals. Take the
State of Maryland, for instance. That State does not impose
an inheritance tax upon anything except distributive shares
or devises or legacies received by collaterals. 8o, in such
States, except in the case of collaterals, there would be no
State estate tax to be credifed on the Federal estate tax even
where the estate did not fall below $50,000. Can anyone deny
that? In other words, the propoesition of the House of Repre-
sentatives not only draws an invidious line of distinction be-
tween estates that fall below $50,000 in value and estates
that rise above §50,000 in value, but also draws the same line
of distinction between estates that pass to the wife or lineal
descendants of the testator and estates that pass to collaterals.

Those are matters to which no reference has been made in
this debate, so far as I know, but they certainly are matters of
the most pregnant meaning, which should be duly taken into
account in asking just what the sequels of this proposition of
the House, if carried into effect, would be.

Mr. WILLIS. Mr. President—

The PRESIDING OFFICER. Does the Senator from Mary-
land yield to the Senator from Ohio?

Mr. BRUCE. I do.

Mr., WILLIS. I have not been privileged to hear all of the
Senator’s remarks, and possibly he may have covered this
ground. I should be interested, if he has not covered the
ground, to have him state what he thinks would be the effect
on the rates of local taxation upon real and personal property
in the States of the continuation and extension of the Federal
inheritance tax?

Mr. BRUCE. I think it would be very serlous, indeed. The
Senator was not in the Chamber when I referred to some of
the statistics that bear upon that matter. I will say to the
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Senator from Ohio that there are some States of the Union
that derive as much as 14 per cent of their entire revenues
from estate or inheritance taxes; and, of course, the effect of
State estate or inheritance taxes is, as far as they go, to relieve
the State property owner of the burden of taxation on his land.

Mr. WILLIS. .Mr. President——

The PRESIDING OFFICER. Does the Senator from Mary-
land further yield to the Senator from Ohio?

Mr. BRUCE. I do.

Mr, WILLIS. The Senator will understand, of course, the
point that I am driving at. The complaint in the country is
about the high rates of taxation for municipal and county
and State purposes. Now, it seems to me that if the Federal
Government is to Insist upon oceupancy of this field of taxa-
tion, just as the Senator says, it must inevitably lead to in-
creased burdens of loeal taxation.

Mr. BRUCB. Unquestionably, I say to the Senator from
Ohio. As the legislative report of the New York committee
to which I referred a little while ago shows, in the State of
New York, even as respects the most highly productive lands,
taxation absorbs 30 per cent of the net revenue of the farmer,
and a still larger percentage in the case of the revenues of
less productive lands. So, while I do not wish to repeat
myself, it Is hard for me to understand how anybody who
feels any very intense solicitude about the farmer, such as is
so often expressed upon the floor of this Chamber, should
hesitate to turn over this particular branch of taxation exclu-
sively to the States.

For instance, I will say to the Senator from Ohio, in 1922—
I have no later statistics—inheritance taxes constituted 14 per
cent of the State revenues from all sources in the State of
Rhode Island, 13 per cent In Massachusetts, 13 per cent in
Pennsylvania, 11 per cent in New York, 11 per cent in Con-
necticut, 11 per cent in California, 10 per cent in New Jersey,
7 per cent in North Dakota, and 7 per cent in North Carolina.
This particular taxation is a matter of the very highest degree
of importance to the States. It is a mere song so far as the
Federal Government is concerned.

Mr. LENROOT. Mr. President——

The PRESIDING OFFICER. Does the Senator from Mary-
land yield to the Senator from Wisconsin?

Mr. BRUCE. Certainly.

Mr. LENROOT. With reference to the inquiry of the Sena-
tor from Ohio, T should like to ask the Senator a question.
If the House provision should prevail, allowing a credit of 80
per cent. does the Senator think the State of Maryland would
increase its inheritance taxes so as to get the full benefit of
the 80 per cent?

Mr. BRUCE. All I have to say Is that I do not want my
State subjected to the temptation of any such seduction.

Mr. LENROOT. That is hardly the question I asked; but
let me put another question. If it did increase the eredit, it
would immediately relieve the general property of the taxpayer
in the State of Maryland by the amount of the increase;
would it not?

Mr., BRUCE. I think—I may be wrong about that, now—
but I think that for upwards of 50 years at least the policy
of our State has been to impose inheritance taxation only on
estates passing to collaterals. T ean not conceive of anything
of the sort that would be more obnoxious to the sentiments,
feelings, and convictions of our people than coercive legislation
by the Federal Government which made them feel more or
less as if they were compelled to alter their own ideas of
State policy in order to obtain a benefit which they would
gladly reject if let alone. We get right back to rhe crux of
the thing when such a question is asked as the Senator from
Wisconsin has asked of me. I reply to his question, as we
are only too apt to do, by asking another: Why should not
the State be allowed unseduced, unmolested, unafraid, to pur-
sue its own ideas of State policy?

Mr, President, I believe that there is nothing remaining for
me to say except to call attention to the very small revenue
that the Federal Government would derive from estate taxa-
tion In case the proposition of the House were adopted. It is
computed that the amount that would be derived during the
present year from the Federal estate tax would be about
$110,000,000. If 80 per cent of that went to the States, that
would, of course, be $88,000,000. The Federal Government
would get only $22,000,000. That would be the net result
gat it would reap from carrying into execution the ideas of the

ouse.

In conclusion, Mr. President, I simply desire to call the at-
tention of the Senate to the very small percentage of its en-
tire taxes that the Federal Government has derived from estate
taxation. During the Civil War and Spanish War the Federal
inheritance tax never amounted to 1 per cent of the total
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ordinary revenues of the Government, and even during the
World War the best that it did was to contribute 3.6 per cent
in one year to the revenues of the Government. The pending
amendment suggested by the Finance Commitiee asks the Fed-
eral Government to give up something of very insignificant
value to it and to confer upon the States something that might
be of very great value to them indeed.

AMr. LENROOT. Mr. President, those favoring the repeal
of the Federal estate tax approach the question from widely
different roads, but they arrive at the same station. The
fSenator from North Carolina [Mr. Simmons] urges the repeal
of the Federal tax upon the ground that the States need all
the revenue that ean be secured from a reasonable imposition
of an estate or inheritance tax. Hence, he is in favor of the
repeal of the Federal tax. Others frankly take the position
that any imposition by either the Federal or the Btate Gov-
ernment of an estate or inheritance tax is immoral and wrong,

Mr. President, I am a little surprised to find many Senators
on the other side of the aisle declaiming against the Repub-
lican Party as being the friend of special privileze, charging
upon the platform that, due to the policles of the Republican
Party, swollen fortunes have been gained, unearned, through
special privilege, and yet they are unwilling to have the Fed-
eral Government secure any revenue by way of taxation out
of those so-called swollen fortunes by way of an estate tax
when it has an opportunity to do so.

My position upon this question is not that the States should
be coerced. It is very simple. I believe that no fairer tax
can be imposed than an estate or inheritance tax. Given
reasonable exemptions, it is much fairer to impose such a tax
than to impose an income tax upon an earned income of $5.000
a year. It is mueh fairer to impose such an estate tax than
to impose an excise tax of 8 per cent on the sale of a Ford
automobile. 8o, Mr. President, when we have one legltimate
source of revenue that can be properly taxed by two juris-
dictions, the State and the Federal, the fact that there may
be conflict between those two jurisdictions is no reason why
that source of revenue should go scot free and not be taxed
at all

Me. President, my view is just this: The Federal Government
should impose a reasonable estate tax and, recognizing that
the States have the same power to impose a tax that the Fed-
eral Government has, consideration should be given to the
taxing power of the other jurisdiction.

It might well be that with the unlimited exercise of the
power of the two jurisdictions an estate might be entirely con-
fiscated ; and we muy come to the time when the same principle
will apply to the income tax, because the States fo-day have
exactly the same power to tax incomes that the Federal Govern-
ment has,

It might be that we would have a State imposing such a high
State income tax that when added to the Federal income tax it
might practically confiscate the income. The jurlsdiction of the
State, as well as that of the Federal Government, is a very
proper factor to be taken into consideration in the levying of
taxes.

The House provision in this respect does what? It denies no
power to the States, either to tax or to relieve from taxes. It
does just this one thing, it recognizes fortunes transmitted at
death as a legitimate subject of taxation, and it imposes a fair
and reasonable rate. Then, by the credit provision it says, rec-
ognizing the States have the same power in this respect that
the Federal Government has:

If the States choose to exercise their power and use this as a source
of revenue, in justice to the estate, we will deduct from the Federal tax
the State taxes paid up to 80 per cent of the amount of the Federal tax.

If a State does not care to do that, as in the State of Florida,
there is no discrimination against the State. We say that if
Florida does not need this source of income, the Federal Gov-
ernment does, and we will have it, and the estate pays no more
in one case than in the other.

It is urged that a Federal Income tax has only been employed
in time of war; but recognizing, as we must, that in 1916 the
Federal inheritance tax, which has continued in existence in
one form or another, was then employed, and as we were not
then at war, it is admitted that in that case an inheritance tax
was not only imposed when we were not at war but when the
party that imposed it made a campaign throughout the United
States and elected its candidate upon the platform that he
had kept us out of war, giving the people of the United States
to understand that by keeping the Democratic Party in power
the United States would not get into the World War.

They say that the inheritance tax was necessary, that it was
then proper in order to prepare the country for emergencies.
But they say now the emergency is gone, now there is no
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more reason for this tax. They say the Federal Government
does not now need the money. But they do say that the Gov-
ernment still needs 3 per cent fax on automobiles; they say
the Government still needs a tax on admissions and dues; they
say the Government still needs an income tax on all incomes
In excess of §3,500 a year, but that it does not need the es-
tate tax.

Do Senators think the people of the United States are going
to aceept that reasoning, that they are going to say that great
fortunes of $10,000,000 and over need pay no tax to the Fed-
eral Government because we do not need the money, when we
continue all the other taxes which are provided for in this bill?

Mr. President, the chief argument made by the majority on
both sides of the aisle—becaunse this, too, is a nonpartisan
question—Is that the States need this revenue, and that if the
Federal estate tax be repealed the States will increase their
inheritance taxes and thereby relieve the general property
owner from the onerous taxes which he s now compelled to
bear. That he is now compelled to bear them everyone now
admits. The testimony is unanimous that the average farmer
in the United States to-day, taking his combined taxes, pays
about 30 per cent of his net income in taxes of one sort or
another. The majority say, “ Repeal the Federal estate tax
and we will increase the State inheritance taxes so as to relieve
the farmers of some of the burdens of the general property
tax.” But the propaganda behind this movement—and I am
not referring to anyone in the Senate—the inspiration of all
the tax clubs which came before the Ways and Means Com-
mittee of the House, was not almed at finding a means of
raising State inheritance taxes, but it was for the purpose, first,
of repealing the Federal estate tax, and then going further to
:]e;peal State inheritance taxes. There can be no question about

at. .

Many governors of Stafes came to Washington and appeared
before the House Ways and Means Committee, urging the repeal
of the Federal estate tax. Many representatives of tax clubs
appeared before that committee, and nearly all of them recited
about the same words, that they were in favor of the repeal of
the Federal estate tax. But I want to give them due credit
and say that when eross-examined by members of the Ways
and Means Committee nearly every one of these gentlemen in
the last analysis admitted he was not really in favor of the
thing they came down to Washington to urge.

I have gone over the hearings before the House Committee
on Ways and Means with some care, and I want to quote from
Just three or four of the governors of States and others who
appeared before that committee In the first instance advoeating
Just what is advocated here, the total repeal of the Federal
estate tax.

Governor Walker, of Georgla, said:

My State has practieally abolished the inherltance tax. I want to
say T think It was following the lead, the artificlal lead, and the spirit,
which I do not approve, of the State of Florida.

Yet there are Senators upon this floor who say that the
action of Florida and Alabama would have no effect whatever
upon their States. Here is the governor of one of the South-
ern States who practically says that the attitude of hiz State
was governed by the attitude of the State of Florida.

The speaker of the Texas House of Representatives stated
before the House Committee on Ways and Means that if the
Federal tax were repealed he was satisfled that the State of
Texas would not increase their State rates.

Mr. WADSWORTH. Does the Senator know the Texas
State rate?

Mr. LENROOT. No; but I can give the Senator the amount
they collected. They collected $114,000 in 1923 in the great
State of Texas. Yet they come here and say, “ Repeal the
Federal estate tax so that we can relieve general property own-
ers of our State.” But the speaker of the House of Repre-
sentatives of Texas says to the commitfee that if we do repeal
it they will not increase their State rates. Therefore it fol-
lows that they will not relieve the farmer and the general
taxpayer of Texas at all.

As for Towa, Henry L. Adams, representing the tax clubs,
said:

1 do not belleve the State organizations would favor Increasing
the present estate tax in Towa.

He was candid, he was frank. I have no question but
that the State tax clubs would oppose increasing any State
rate, because what they are after is to secure the repeal
of both Federal and State interitance tax laws.

Mr. Clem F. Kimball, of the same State, appeared, and
testified as follows:
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Ms, Carew. Would there be a tendency, if the Government got out
of the field of Inberitance tax, for your State government to Increase
the inheritance tax?

Mr., KiMBALL. Noj I think not.

Mr. Carew. And rellave the property tax?

My, KimBarn, I think there wounld not be any tendency to increase
the Inheritance tax at the present time.

That was the statement of a representative of the State
of Iowa. Does anyone say that the farmers of the State of
Iowa are going to be benefifed by the repeal of the Federal
estate tax?

The Governor of Virginia appeared before the Ways and
Means Committee of the House, in common with other gentle-
men, at first blush joining with them in advocacy of the repeal
of the Federal tax, but when he fully understood what the
proposition involved was, Governor Trinkle,” of Virginia,
changed his mind. I want to quote from his testimony:

The CHAIrRMAN. I thipnk that if the Federal inheritance tax were
absolutely repealed many wealthy citizens of your State—and there
are many of them—would take up a nominal residence in Florida,
and you would not only lose the inheritance tax but the income tax.
You could not enforce either one againgt them. If you made the lax
any more you weuld have a general exoduns of them.

Governor TRINKLE. Yes.

Mr. GARNER. There Is no other power that could reach Florida in
this situation except that of the Federal Government.

Governor TRINKLE. Nowe that I know of ; no, sir.

Mr. RarNey, And it is doubtful whether the Federal
ment

Governor TRINKLE (Interposing). I do mot think it is at all donbt-
ful. If you should turn it over and leave it to the States, to he
manipolated as they pleased, or to be levied in such form as they
pleased, it would have that bad eflect.

That is the statement of Governor Trinkle, of the great State
of Virginia.

Then, there was the Governor of Tennessee. I do not notice
either of the Senators from Tennessee upon the floor, and I
am sorry. Governor Peay testified:

1 will say to this commlittee that I do not think we will increase
fnheritance tax in Tennessee at all if the Federal Government should
abandon its inheritance tax.

Govern-

These are the views of some of the men who came to Wash-
ington last fall to appear before the Committee on Ways and
Means to advocate the repeal of the Federal tax. When they
got here and learned what the true situation was, there was
scarcely one of them who did not modify his position, as can
be seen by anyone who will go through the hearings.

Just as sure as night follows day, if we repeal the Federal
tax and it is attempted in North Carolina to increase the
estate tax, it will fail, becanse Alabama and Florida have no
inheritance tax. The result will be, if we repeal the Federal
estafe tax now, that one by one the States will repeal their
State inheritance taxes, and this great amount of unearned
wealth will go scot free from any sort of an estate or inheri-
tance taxation.

Mr. WADSWORTH, Mr. President, will the Senator yleld?

The PRESIDING OFFICER. Does the Senator from Wis-
consin yield to the Senator from New York?

Mr. LENROOT. 1 yield. 4

Mr. WADSWORTH. Do I understand the Senator to proph-
esy seriously that every State In the Union will eventually
repeal its inheritance tax law?

Mr, LENROOT. I think it is very likely to happen even
in the great State of New York. I remember what happened
in the Senator's State some 15 or 20 years ago.

Mr. WADSWORTH. Why go so far back?

Mr. LENROOT. I know it drove some very wealthy New
Yorkers to another State.

Mr. WADSWORTH. Has the Senator noticed any disposi-
fion on the part of New York Legislatures at any time to repeal
that tax?

Mr. LENROOT. No; because we have a Federal tax.

Mr, WADSWORTH. But before we had a Federal tax?

Mr. LENROOT. I do not know. This system of Federal
taxation, as the Senator knows even better than I, has only
really begun to tap estates in the last 10 years.

Mr. WADSWORTIL. That is a very sound suggestion the
Senator just made. I like that word “ tap.”

Mr, LENROOT. It is a perfectly good English word.

Mr. WADSWORTH. ILet me state to the Senator that there
is not the slightest chance on earth that New York will give
up her inheritance tax.

Mr. LENROOT. I am glad to hear it.
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Mr. WADSWORTH. I thlnk I can say the same for many
other States. In fact, we had inheritance taxes before the
Federal Government started to do this tapping, and all it has
done is to eramp our style.

Mr. LENROOT. But you have increased your taxes. Did
younngt increase your taxes so as to get the full 25 per cent
credit

Mr. WADSWORTH. Has the Senator noticed the way in
which that was done?

Mr. LENROOT. Was It not done?

Mr. WADSWORTII. It was done and it was not done. The
taxpayer pays no more. The Federal Government did not get
the benefit of what the State did.

Mr. LENROOT. But the State of New York got a little more
by reason of the 25 per cent eredit, did it not?

Mr. WADSWORTH. No; it did not. The State rate re-
mained the same. It was very skillfully devised by the transfer
of accounts on the State tax list in that respect, which I think
the Federal Government has met with a half-way proposal, and
the taxpayer in New York pays no more and no less and the
State gets the revenue.

Mr. LENROOT. Should the 80 per cent credit prevail does
the Senafor think New York would Inerease her rates?

Mr. WADSWORTH. *No; I do not think she would. She is
taxing enough now.

Mr. LENROOT. Then the Federal Government wonld get
more revenue than some gentlemen have been estimating,

Mr. SIMMONS. Mr. President, New York is now collecting
probably more as inheritance taxes than the Federal Govern-
ment collecis in estale taxes,

Mr. LENROOT. New York collects an estate tax of some
$17,000,000, and the Federal Government collzcted $10,000.000.

Mr. SIMMONS. The Senator is mistaken about that. The
State of New York collected $17,000,000.

Mr. WADSWORTH. The State of New York is not going
to give up that revenue by any means. Her rates are low, but
the number of taxpayers is high. The State gets a substantial
revenue. It adopted the policy of inheritance taxes years and
{E‘ars ago, and has not the slightest intention of abolishing

em.

Mr. LENROOT. Of course, if the State of New York does
not see fit fo increase ifs Inheritance tax and get the full
amount of credit, the Federal Government will get that much
more.

Mr. BRUCE. Mr. President, will the Senator yield?

The PRESIDING OFFICER. Does the Senator from Wis-
consin yield to the Senator from Maryland?

Mr, LENROOT. I yield.

Mr. BRUCE. I desire to state to the Senator from Wiscon-
sin, in connection with what was said by the Senator from
New York, that to my own personal knowledge we have had
a collateral inheritance tax in Maryland for 45 years. I looked
the matter up this afternoon. If I am not mistaken that tax
has been in existence 75 years, or even a hundred years, I
want to ask the Senator from Wisconsin a question. T gath-
ered from the views that were expressed by the Senator in the
Sixty-seventh Congress that at that time he did not beleve
an estate tax was based on any correct principle whatever.

7 Mr. LENROOT. I do not know what the Senator is reading
rom.

Mr. BRUCE. Tt Is the Congressional Digest. There is a
summary here of the views then expressed by the Senator.

Mr. LENROOT. I am sure I never said any such thing as
that,

Mr. BRUCE.
STONAL RECORD,

Mr, LENROOT. T said the Federal tax I thought was not
based upon a correct principle. I favor the inheritance tax
rather than the estafe tax.

Mr. BRUCE. This digest says that—

Senator LENroor spoke against the section, saying that the plan of
an estate tax is not based upon any correct prineciple.

Mr. LENROOT, Yes; I have always been in favor of an
inheritance tax and the rate being based upon the distributive
shares. .

Mr. BRUCE. That was the view of other Senators.

Mr. SIMMONS, Mr. President, will the Senator yield tome?

AMr. LENROOT. Certainly,

Mr. SIMMONS. I do not desire to inferrupt the Senator
from Wisconsin.

Mr. LENROOT.

I verified It by reference to the CoNGRES-

I am glad to be interrupted.

Mr. SIMMONS. And I should not have done it if somebody
else had not done so in the first instance. But there was a
part of the reasoning of the Senator a few moments ago that
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I could not possibly follow. His argnment was that if the
Federal Government took its hand off of this source of taxa-
tion the States also would abandon it. At the present time
the Federal Government is collecting out of the States
$£110,600,000 a year, or that is what it is estimated it will col-
lect next year. Notwithstanding the fact that the Federal
Government is collecting that large amount out of the citizen-
ship of the country every year, the several States of the Union
in 1925 imposed State inheritance taxes from which they real-
ized $79,000,000, or within $30,000,000 of as much as the Fed-
eral Government was collecting. Now, does the Senafor think
that the States which would levy $80,000,000 while the Fed-
eral Government was levying $110,000,000 would abandon that
fleld if the Federal Government should cease to tax inherit-
ances at all?

Mr. LENROOT, They are very likely to do so.

Mr. SIMMONS. Why should they not abandon it when the
Government is imposing this heavy burden? Why should they
. wait until the Government removes that burden and then aban-
don that field?

Mr. LENROOT. But 1 just read where the Governor of
Georgia said they had done that very thing this last winter.

Mr., SIMMONS. But Georgla does not constitute fhe 48
States,

Mr. LENROOT. I will give the Senator the reason.

Mr. GEORGE. Will the Benator permit me to inferrupt
him?

Mr, LENROOT. Certainly.

Mr. GEORGE. The governor was not entirely accurate in
his statement. The State had a very small estate or inherit-
ance tax. The rates were very low. After the passage of the
1924 act which allowed the 25 per cent eredit to the taxpayers
within the States, the State then passed an inheritance or
estate tax law which hinged itself on the Federal act and
provided that the State should levy and collect 25 per cent
of the tax levied by the Federal Government.

Mr. LENROOT. So if the Federal tax is repealed there
will be no State inheritance tax In Georgia?

Mr. GEORGE. That is so far as estates up to $50,000,
which are exempt under the Federal law.

Mr. LENROOT. I want to give to the Senator from North
Carolina the reason that will actuate many of the States. We
have had some experience in my own State of Wisconsin with
reference to very wealthy men moving to other States, partly
by reason of the inheritance tax and partly due to other tax
conditions, DBut it is not only the inheritance tax that is in-
volved. A man with a very large fortune engaged in a very
large business, if he is resident in the State, pays an income
tax from year to year in that State. If there be Inducements
for him to remove his residence to another State, it is not the
inheritance tax alone that is lost, but the income tax from
that man from year to year, so that it might well be that a
State, for the purpose of getting that man’s income tax from
year to year, would be willing to repeal its inheritance tax law.

Again, with reference to what the States might do, I recog-
nize the very powerful influence of groups of individuals npon
legislative bodies, legitimately exercised, of course. To illus-
trate, I find in this very body a most complete reversal with
regard to this very question in the last five years, due no doubt
to the various tax clubs and organizations of various kinds,
If they could so influence the Members of the Senate, is it too
much to say they might likewise Influence the members of State
legislatures after they have accomplished their purpose here?

In this connection I want to read the action of thls body five
years ago upon this very subject. Last year there was no roll
eall upon the estate-tax provision. I was i1l at the time and
was not here, but I looked up the Recorn. But five years ago,
in 1921, an amendment was offered increasing the estate tax
to a maximum of 50 per cent, or double the rate that then
existed under the law. The war was over then as much as it
is to-day.- But how did this body vote then upon that proposi-
tion to increase the estate tax to a maximum of 50 per cent upon
estates in excess of $100,000,000, 30 per cent upon the net estate
exceeding $50,000,000, and graduated between?

Voting for that amendment, of the present Members of the
Senate, I find the following: Messrs, ASHURST, BorRAH, Brous-
8aRD, Capper, Caraway, Cummixs, Curris, Epce, HAaRRELD,
Hanrrs, Harrisoy, HerLIN, Joxes of New Mexico, KENDRICK,
Lexroor, McKeLrAr, McNary, Obpig, OvERMAN, REeEp of
Missouri, SHEPPARD, SwaNsoN, and WrLLis, voting then for a
80 per cent maximum.

Ah, but it will be said, “ We needed the money then and

we do not need it now. We were still in the aftermath of the |.

war then,” it will be gsaid, “but we are not so now.” What
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difference was there, so far as the principle Is involved, be-
tween the situation as to the war in 1921 and the situation
to-day? There was just this difference in the situation:
Then we owed $25,000,000,000 of indebtedness incurred to
carry on the war, and now we only owe $20,000,000,000 of
indebtedness. Is there any difference?

Mr. WADSWORTH. Surely there must be some other dif-
ferences. The appropriations have decreased tremendously
since 1921 other than the appropriations for the payment of
war indebtedness,

Mr. LENROOT. I am speaking of the sitmation so far as
the war was concerned.

Mr. WADSWORTH. I thought the Senator said there was
no difference between conditions in 1921 and conditions to-day.

Mr. LENROOT. Oh, no. That referred to all departmnents
of the Government, But so far as the war sitnation was con-
cerned, in 1921 we owed $25,000,000,000 growing out of the war,
while to-day we owe $20,000,000,000, most of it growing out of
the war. Mr. President, who Is there that can say that the
emergency has ceased? Who is there that would say that we
should make the buyer of a Ford automobile help to pay this
$20,000,000,000 of indebtedness; that we should make the man
with an earned income of $5,000 a year help to pay this $20.-
000,000,000 of indebtedness; but we must not ask an estate of
$10,000,000 to pay one single penny of that $20,000,000,000 of
war indebtedness on the transfer of that estate? That is just
what is invoelved in this question.

Mr. President, T know it will be said by some that those of
ns who favor this proposition have some prejudice or animosity
against great fortunes, and we can not help their saying that;
but to my mind the proposal which we advocate is based upon
Just one principle, one which I think should govern the levy of
all taxes; it is based upon ability to pay. I have yet to hear
the man who will say that an estate having an exemption of
$50,000—d gross estate, we will say, of $100,000—should not pay
the modest sum of $300 on the transfer of that estate. That is
all of the tax which is imposed in this proposed law.

On whom is it a hardship? Who has earned the money?
The Senator from Connecticut [Mr. McLeax] this morning
sought to challenge the statement of the Senator from Nebraskn
[AMr. Norris] that all recognized economists of reputation were
in favor of the Federal estate tax, and he read from Professor
Selgman in a book written a few years ago—in 1914, I be-
lieve—and yet Professor Sellgman appeared before the Com-
mittee on Ways and Means on this very bill and strenunously
opposed and now opposes the repeal of the estate tax. I read
from page 480 of the hearings. Professor Seligman sald:

My argument is that from the point of view of what is needed it
would be hazardous entirely to abandon the estate tax because, although
we do not get much out of It—only $110,000,000—we might get a great
deal more, as other countries do. Moreover, in proportion as you get
something out of our Federal inheritance tax you can reduce the income
tax and the other taxes. You have to take the system as a whole. It
is always a Lad thing to keep all your eggs In one basket, That is as
true of the Federal Government as of private industries.

Then there is another noted economist:

Mr. McLEAN. Mr. President, will the Senator from Wis-
consin permit an interruption there?

Mr. LENROOT. Certainly.

Mr. McLEAN. 1 was appealing from Professor Seligman
before the Ways and Means Committee to Professor Seligman
in his study.

Mr. LENROOT. Yes; and I appeal from Professor Seligman
In his youthful days, when he had made a very incomplete
study of this subject, to his attitude to-day, when, since the
time when the Senator from Connecticut quoted him, he has
given 12 more years to the study of this important subject.

Mr. McLEAN. Professor Seligman was mature in 1914, and
I think his judgment then was superior to his judgment in
1926.

Mr. LENROOT. The Senator from Connecticut and I wholly
disagree upon that, of course.

Mr. McLEAN. Yes; we disagree.

Mr. NORRIS. But if the Senator from Wisconsin will per-
mit an interruption, certainly the Senator from Connecticut
can not draw that conclusion without casting reflection on his
own judgment, if he is going to say that Professor Seligman
now is not entitled to credit.

Mr. McLEAN. My opinion in 1914 was precisely what it 1s
now. When I once get right I do not change.

Mr. NORRIS. The Senafor ought in 14 years fo be able to
keep pace with Professor Seligman and learn something.

Mr. McLEAN. I do not keep pace with men who are incon-
sistent and who go wrong.
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Mr. NORRIS. The Senator from Connecticut is consistently
inconsisient. [Laughter.] ’

Mr. LENROOT. Mr. President, there is another noted econo-:

mist who is very well known fo Members of this body, who
for many years was the adviser and expert of the Finance
Committee of the Senate. I refer to Professor Adams, who is
now a professor of economics at Harvard University. I think,
without any question, unless it be Professor Seligman, that
Doctor Adams is the most noted authority npon taxes in the
United States. I should like to quote what Doctor Adams said
before the Ways and Means Committee with reference to this
question. He was asked this question by Mr. OLDFIELD:

Doctor, T would like to ask you a question: We have had a great
deal of evidence here on both sides of the questlon of continuing the
inheritance tax, and I would like to have your vlews on that. 1
belleve you are a member of the Delano committee.

Senators will remember that the Delano com:nittee, represent-
ing the National Inheritance Association, made a report which
was filed with the committee wherein it did not advocate the
repeal of the estate tax at present, but did advocate its repeal
to take effect six years hence, Doctor Adams said in answer to
the question agked by the member of the committee:

No, gir; T am not.
That is, he was not & member of the Delano commitiee—

There you ask me an embarrassing question, brcanse most of my
friends and most of the men I like and trust have indorsed that Delano
veport, 1 indorse it, 1 think, with the exception of one provision, and
that is that you should repeal the tax now to take effect slx years
later. 1 should like to see the substance of the Delano report adopted
without a provision for repeal, and then wait and see what bappens,
8o far as I know it, the position of Judge HvLL—

One of the members of the committee of the House—

on this subject is precisely my own position. I think that we ought
to get from death dues in thiz country more than we get at present.
I think that we should raise from this source enough revenue to measur-
ably relieve the farmers and the general taxpayers.

ilere, to my mind, is the hub to this question: The average State
inheritance tax imposes upon direct heirs or upon direct shares of the
larger size o maximum rate which, in the average State, is considerably
less than 5 per cent, In short, the average State government imposes
upon the shares of larger size going to direct heirs a tax of less than §
per cent, In my opinion that is not enough.

Then Doctor Adams goes on and advoeates the retention of |
the Federal tax and giving the States credit for the State taxes |

id.
pﬂMr. President, I have occupied a longer time than I in-
tended. I am in favor of the House provision. I recognize
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fore resorted to it, it did so to meet an emergency or not,
The Senator from Florida traced the history of this species of
taxation very thoroughly and presented that phase of the sub-
jeet fully. I do not want to review that, but the Senator
from Wisconsin claims that when we resorted to this method
of taxation in 1916 we resorted to it, not becanse there was
an emergency, but because we wanted to engraft it on onr
srstem of taxation as a permanent policy. I stated in report-
ing the tax bill of 1917 as chalrman of the Committee on Fi-
nance that inheritance taxation was a revenue source that
ought to be left to the States and commented on the in-
heritance tax as being an emergency expedient.

It is true that in 1916 this country was not at war; it may
be that there was no direct threat against this country on
the part of any of the belligerents then in the World War,
but it is also troe, as I pointed out this morning, that in 1916,
owing to the conditions of the struggle then going on in Europe,
this country felt that it might at any time become involved.

We had been furnishing munitions of war to the Allies. Ger-
many deeply resented that action on our part. The Imperial
German Government practically demanded that this Govern-
ment should cease to permit that and assumed a threatening
attitude toward us, From one end of America to the other
there grew up a feeling, entirely justified by the conditions,
that the dictates of ordinary diseretion, prudence, and fore-
sight required that this Government should put itself in a
condition of preparedness.

There was no dissent from that proposition so far as I know.
It is true, as the Senator from Wisconsin says, that President
Wilson was doing all that he could to keep us out of the war.
He did keep us out as long as he could; but President Wilson,
as well as the great mass of the American people, felt that we
should adopt measures to put ourselves in condition to fight if
it became necessary to fight., They felt that it was necessary
that we should put ourselves in that condition in order to avoid
having to fight. It was the fundamental theory of the great
Roosevelt, when he began his campaign against unpreparedness,
that the way to preserve peace in the world, the way to protect
ourselves against aggression on the part of other nations, was
always to be ready and prepared to defend ourselves.

If that is true—and I think if is true—even in ordinary con-
ditions, I think until we have disarmed and abandoned the old

‘practices that have so often led to war ordinary wisdom re-

quires that a country should always be in readiness to defend
itself ; but in the conditions that confronted us then there could
be no question about the wisdom of that course. It was recog-
nized in 1916. I was then chairman of the Committee on
Finance. It was recognized that if we did do this thing which

| prudence required and suggested that we should do it would be

the inequality of the present system, whereby we may have

a Federal tax and two or three State inheritance taxes which,

comblned, may impose an unjust burden upon an estate; but |

with the House provision giving a credit of 8() per cenf of the
amount of the Federal tax, we have reduced almost wholly
that inequality, and incidentally—not as a primary purpose
but incidentally—we have removed the incentive of one State
to repeal in toto its inheritance taxes for the purpose of at-

necessary to incur enormous expenditures, and that it was
necessary, therefore, to resort to war taxes, as the Senator from
Maryland [Mr. Bruce] has said, for the purpose of raising the
necessary revenue; and that is the reason why In that partie-
ular act this additional tax, this inheritance tax which was
imposed, was specifically designated as a war tax.

Were we justified in imposing the tax? Did the actnal con-
ditions of expenditure show that it was necessary? At that

| time, in 1916, we were expending hardly a billion dollars annu-

tracting wealthy residents from other States to give up their X
| was just a little over a billlon dollars. In the next year, how-
| ever, the year for which the levy was made, 1917—it was pro-

residence and move to such Btate as does not impose such
taxes. All that I want, all that I ask, is that estates pay a fair
tax somewhere., If the States do not care to exercise their
power, then I want the Federal Government to get the rev-
enue. We can use it.

Does any Benator say that we can not beneficially make a
further reduoection of £20,000,000 in the taxes fmposed by the
pending bill? No Senator will say that: and we will get much

more than $20,000,000 a year out of this tax that could be |

nsed to reduce other taxes, because, if SBenators are correct,
many of the Sfates will not take advantage of the provision
allowing them the full 80 per cent credit, and in so far as they
do not do so the Federal Government will get the increased
revenue, The House provision I undertake to say, Mr. Presi-
dent, is fair; it is just; it ought to be adopted, and the Senate
committee amendment ought to be rejected.

Mr. SIMMONS. Mr. President, I really had not expected to
have anything more to say than I have said during the day
in collognies which I have had with Benators in their time,
hut the very remarkable argument which has fallen from the
lips of the Senator from Wisconsin [Mr. Lesroor] rather
tempts me to make some further observations upon this sub-
ject.

1 want to go back a bit. It is questioned whether the Fed-
eral Government should resort to this form of taxation as a
permanent system or only to meet emergency sitnations. It
is even questioned whether, when the Government has hereto-

ally to meet our ordinary expenditures. I believe the amount

posed in 1916, but to meet the expenditures of the fiscal year
1917—in the year 1917, as the result of the condition of affairg
to which I have referred, the expenditures of this Government
increased from a little over a billion dollars to nearly two and
a balf billion dollars. The Senator is wrong when he said we
did not resort to this tax then, as in every other time when we
have ever imposed it, because of an emergency—a very pressing
emergency it was, too.

Theretofore, when we had imposed this tax upon the people,
as so0n as the pressure was removed we had always repealed if.
In the eighteenth century we did it once, and we did it three or
four times in the nineteenth century, and we did not wait long
to do it after the wars closed. These facts establish the proposi-
tion that it is the polliey of this Government Lo levy an inherit-
ance tax only in cases of great emergency, and the emergencies
in which we have levied it have been connected with war.

The Senator says that we ought not to repeal this tax because
he says we need it to supplement the reveunes of the Govern-
ment. Why, Mr. President, we had a surplus last year of
$330,000,000. We have a surplus this year of three hundred and
thirty-odd millions of dollars, and next year I imagine we will
have another surplus of two or three hundred million dollars.
Why did the House shape the bill as they did, if the House
thought we needed this source of revenne? [Does not the bill

prepared by the House, and which the Senator himself is cham-
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pioning on this floor with such vigor and vehemence, upon its |

very face contain a confession that it was the opinion of the

Ways and Means Committee that the Government did not need |

revenue from this source?

AMr. President, the bill proposes to give the States SO per cent
of this tax. That is a confession that the Government does not
need that part of the tax; is it not? It retains only 20 per
cent of the amount, if the States see fit to take advantage of
it—20 per cent. The maximum rate is 20 per cent. The part

the Treasury will tell you that it costs the Government about
2 per cent to collect that tax. That cuts it down to 2 per cent.
Two per cent of the amount involved is $10,000,000; <o that if
this bill works as it is predicted it will work, and as it is in-
tended it shall work, all the revenue that the Government pro-
poses to get out of it is $10,000,000.

The Senator asks, “ Why not repeal these other faxes, the |
I am in favor of doing |

taxes on automobiles and trucks?”
that, Mr. President. I think we can repeal the entire tax
upon automobiles and trucks, and practically every one of the
excise taxes and still have enough money to run the Govern-
ment without resorting to inheritance taxes; and, Mr. Presi-
dent, we can go farther than that. We could have rejected, as
we should have done, the increases proposed by the majority

members of the committee and adopted by the Senate against |

the protest of this side of the Chamber. We could have re-
jected that increase of 1 per cent upon corporations and stiil
have had money enough to run the Government without re-
sorting to this tax, without this pitiable little $10,000,000 of
tax that the Government will get from inheritances. The mi-
nority voted for all those reductions, and the minority is ready
to vote for all of them again, and ig not afraid of doing if,
either,

The Senator from Wisconsin says that although the Gov-
ernment will get only $10,000,000 out of this levy for the pur-
pose of coercing the States of this Union to levy an inheritance
tax as high as 80 per cent of the rate as the Federal Govern-
ment levies we ought to agree to this provision of the bill,
What right has this Government, under the Constitution,
under the decisions of the Supreme Court, under the general
policies that obtain bere, to levy any tax upon the people of
the Unifed States except to raise revenue to defray the ex-
penses of the Federal Government? What provision of law
authorizes the United States Government to levy a tax for the
benefit of the States? Where does the Federal Government
get its authority, not only to levy taxes which the people of
the States shall pay into their own treasuries, but also to go
into the States with an army of Government officials and collect
the faxes? What provision of law makes the Federal Gov-
ernment a tax collector for the States of this Union?

Have we come to the point where we have no respect for
the rights of the States? Have we come to the point where
the Federal Government shall assume to decide what inherit-
ance taxes the States shall impose? When did the great State
which I in part represent abrogate its rights to determine
what taxes it should impose upon its citizenship for its own
expenses and purposes?

It is said the Federal Government is justified in doing this,
becanse one State of this Union having exceptional advantages
in certain directions, advantages which no other State in the
Union possesses, had a little boom just after it repealed its
inheritance tax. It is said that this fact constitutes a reason
why the Federal Government should tread under foot the
rights of the States and assume the office of going into the
States and determining not only their taxes but also undertak-
ing to collect their taxes. That is the excuse given for it, the
only excuse and the only warrant for it. I say it is a high-
handed procedure.

Suppose you succeed in perpetrating this outrage upon the
sovereignty of the great States of the Union? Are you going
to stop? They might survive this blow. But is it the last
blow you are to deliver? Suppose you determine that wou
will apply the same principle to the income taxes. Many of
the States are now operating mainly upon inheritance and
income taxes.
the income taxes and pass a law here giving the States a
part of your heavy levy. You increase your levy on income
taxes, increase it to such a point as to give the States half
of it, or two-thirds of it, or three-fourths of it, or four-fifths of
it, the proportion provided in this bill. You say to the States,
“ Now, you raise your income taxes up to that point. It is a
good thing to have uniformity of income taxes in this coun-
try,” just as it is said now it is a good thing to have uni-
formity in inheritance taxes. Some States, like Florida, do not
levy them at all. Some States. like Georgla, levy a very
trifling tax. Some States, like Virginia, levy inconsequential
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taxes. New York levies £17,000,000 of taxes on inheritances;
the great State of Pennsgylvania, I think, something over
twenty million in inheritance taxes. Things are unequal.
It is said, “ The public welfare requires that this thing should
be made uniform, and therefore we will resort to this same
gcheme with reference to income taxes.” And it is applied.
They do not stop there. We have recently developed a mag-
nificent system of interstate highways, stretching from Maine

| to Florida, from San Francisco to Washington City. These
which the Government retains is 4 per cent. The actuaries of |

have become the main arteries of highway travel. They are
filled with automobiles going to and fro all during the year,
and at certain seasons of the year there is great congestion.
As the antomobiles pass from one State to another the owners
have to pay a different rate of gasoline tax. Some States have
a high tax, some have a low tax, some have no tax at all
Gasoline is a subject that the Federal Government might con-
stitutionally resort to for income. Let us assume it levies,
therefore, a high tax upon gasoline and provides that the State
shall have a half of that or two-thirds of it, with a view of
forcing all the States of the Union to equalize to uniformity
their levies upon gasoline.

So you might go on down the line. What will be the result?
The result will be that every State in this Union will be
| seething with Federal officials levying and collecting taxes
from the citizens of the States for State benefit. The result
| will be that the power and the right of the States to impose
taxes according to their judgment and according to the condi-
tions which exist in their respective jurisdictions will be wiped
out, and the will of the Federal Government with reference to
State-imposed taxes shall be substituted for the will of the
States.

Is there a more insidions way of attacking State sovereignty
and State political autonomy than that? Is there a more in-
sidious way that the mind and ingenuity of man can invent of
centralizing all power in the Federal Government here at
Washington?

No, Mr. President; I might conceivably vote for a reasonable
inheritance tax, but I will never vote for an inheritance tax
four-fifths of which is to go to the States. We had such a
provision going to 25 per cent in the other act. - I want to say
that it got in that act without my knowledge. I did not dis-
cover it until too late. It was a wrong principle. It ought to
have Deen attacked and fought before. But it can be seen
how these invasions grow and expand. From 25 per cent it
has gone up to 80 per cent under the present proposal.

The Senator from Wisconsin in the whole of his long-drawn-
out discourse made only this argument: “If you do not do this,
there will be more Floridas in this country. The States will
just fall pell-mell over each other repealing their inheritance
taxes in order to induce capital to come to them instead of
going elsewhere.”

Mr. President, this talk about the elimination of inheritance
taxes in Florida, and the abolishing of the income taxes in
Florida, being responsible for the great movement that has
taken place in that splendid State during the last 18 months or
2 years, is all fiction. A few people may have gone there
in part for that reason, but the Florida movement is a move-
ment that started away back in the days of Flagler. He
started it. God had laid the foundation. Flagler's work has
been supplemented by the construction of good rdads from one
end of the country to the other, focusing in Florida. Flagler,
good roads, and natural advantages have made Florida. Flag-
ler and d roads give full value and full credit to the mag-
nificent winter climate of that fine old State. It was that, and
not because of the repeal of moderate income taxes and inheri-
ance taxes. Florida was not imposing any, anyhow, prior
thereto.

That it was not the repealing of the tax laws is shown by
the illustration which I gave this morning. In the mountains
of North Carolina there is a combination of climate and of
natural beauty that for years has attracted people from all
sections of the United States. There is now, and has been for
years, a heavy flow of people to that section from every quarter
of the United States. But when we finished our system of
| splendid highways in North Carolina, connecting that section
‘of the country with all the surrounding States by mag-
| nificent, hard-surfaced, concrete roads, the movement gained
| impetus, and this year it has assumed the proportions of a
{ boom, which, in the rise and pyramiding and repyramiding of
i the values of property in that section, compares very favorably
, with what has happened in Florida. Indeed, I have heard it
| saild that the development of this kind around the town of
. Hendersonville has even out-Floridaed Florida. Anyhow, it is
| something that is very remarkable, and it is spreading all over
| that section of the country.
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Why 1s that happening? Florida capitalized her climate and
made acceess to the State easy and pleasant. The people of
North Carolina have capitalized the summer climate of the
mountaing of western North Carolina and made access to them
easy and gtiractive. The same thing that has happened in
Florida has happened in parts of North Carolina, notwith-
standing the fact, as I pointed ont this morning and emphasize
now, that in North Carolina we have not only a high income
tax, but we have a high inheritance tax, and we raise all the
money that is necessary to support and pay the expenses of
‘that great State only and solely throungh income, inheritance,
and license taxes.

The people who added impetus to that development in my
State last year are people who came principally from Flor-
ida. The mountains were literally filled with people from
Florida. The rich people who went down there for the winter
climate came up to my State for the summer climate.

There is nothing in the Senator's contention. The Senator
says we will abandon this tax if the Federal Government takes
its hands off. I submit it is reas:nable for me to answer that
by saying if there ever was a time that would naturally
appeal to the people of the several States to abandon their
inheritance taxes it was the time when the Federal Govern-
ment was piling up mountain high these very taxes. That is
the time when the people of the States would have refrained.
That is the time, if ever, when they would have repealed
these taxes where any were imposed by them. But, contempo-
raneously with this enormons levy by the Federal Government,
the States have gone on from year to year increasing their
inheritance taxes, and I want to give an illustration of hew
they have gone forward during the period from 1916, when
the Federal inheritance tax was adopted.

At that time the States were only collecting in the aggre-
gate $£29,000,000 from inheritance taxes, In 1917 they col-
lected $38,916,000; in 1918, $37.078,000; in 1919, $45,770,000;
in 1922, $66,128,000; in 1923, $74,865,000; in 1924, $79,308,000.
These taxes were levied by a graduated upward scale during
the perlod of fime when the Federal Government had a
heavy hand on the States. To-day the Federal Government is
collecting through its inheritance taxes §110,000,000 and the
States, which the Senator from Wisconsin thinks will not
respond by increasing their taxes or even by allowing them to
stay on the statute books if the Federal law is repealed; are
collecting practically $80,000,000, or within $30,000,000 of as
much as the Federal Government is imposing. Is it not re-
markable that a man with the acute understanding of the
Senator from Wisconsin should make the argument in this
extremity that if the Federal Government takes off this bur-
den the States will at once wipe ouf their inheritance taxes,
becanse, forsooth, Florida has had a boom?

Suppose the State of the Senator from Wisconsin had under-
taken to draw tourists from all parts of the country and get
up a resort boom in that State, with the climatic conditions
they have in that State, does anyone think a repeal of the
inheritance tax in that State would have counted a farthing in
promoting the movement? Certainly not.

The Senator thinks the States are in no humor to impose an
adequate inheritance tax. TLet us see. The Btate of the Sen-
ator from Wisconsin paid the Federal Government in 1924
$1,764,000, and in 1925 paid $1,125000. In 1924 Wisconsin
paid the Federal Government $1,764,000, but notwithstanding
that, the people of the State which the Senator in part repre-
sents imposed an inheritance tax that yielded $2,804, to the
State, twice the amount of the Federal tax: and yet the Senator
is the man who stands here and says that the other States of
the Union will wipe out thelr inherifance taxes if the Federal
inheritance tax is repealed in order fo put themselves upon a
parity with Florida.

No, Mr. President, there is nothing in that argument. A few
States may get frightened because they see a great influx of
people to Florida and think it is due to the repeal of the State
constitutional provision against inheritance and income taxes,
but it will only be a day’s dream. The idea is already being ex-
ploded. The idea will soon be totally exploded and abandoned.
Does the Senator mean to tell the Senate that the 34 governors
who eame here to appear before the Ways and Means Com-
mittee in behalf of the repeal of this tax, fully aware, as they
were, that their States had imposed heavy inheritance taxes
during the war when the Federal Government was also heavily
taxing, that they came here for the purpose of getting this
tax removed so they might escape the State inheritance tax in
their States and put themselves upon a footing with Florida?
Does he mean to say that to an intelligent Senate and expect
snch a statement to be credited?

It is troe that he read some extracts from one or two gov-
ernors here whose States did impose such a small inheritance
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tax that it is manifest that the disposition to tax inheritances
as a source of revenue has not taken hold in those States as
it has in other States.

What does this table show with reference to the $80,000,000
inheritance taxes paid in the several States? Forty-eight
States, $80,000,000, an average of nearly £2,000,000 to the
State. If they impose that heavy tax while the heavy Federal
tax existed, ean there be any guestion about their increasing
those taxes after the repeal of the Federal tax? There was a
time when the States resorted but to a small extent to this tax,
In one year, far back about the beginning of this century, they
were collecting only a few millions of dollars in all of the
States from this source of taxation. That was because the
expenses of the administration of the affairs of the States at
that time were a mere bagatelle compared to what they are
to-day. We were in pre-war times. We did not require much
revenue, From time immemorial the States had been getting
their income from property taxes, and they continued for
a while, but suddenly they wakened to this means as a proper
source, When the war came that spirit was quickened and
they went on increasing the taxes as the necessity increased.
Now, the Federal Government is about to abandon this system
of taxation, In effect, the Federal Government comes in and
says in practical effect, “ We will surrender all of this tax
except §10,000,000 to the States.” The Federal Government
says, “We no longer need it. The emergency which called it
forth has passed. The war is over. We have ample revenue
from less legally doubtful sources of Federal levy to conduct
the Government. We are annually confronted with surpluses.
We do not need those millions of inheritance taxes. The Stuates
need them, and we are ready practically to turn them over to
the States, reserving to ourselves only enough to pay the
legitimate expenses of collection.”

The Federal Government is abandoning it because the emer-
gency has passed away, but, as I said this morning, that emer-
gency has gradually passed away, so far as the Federal Gov-
ernment is concerned, and an emergency equal in proportion
and in effect has come upon the States of the Union, growing
not out of things of their own volition, but growing out of a
revolution that has come about in the United States due to
change in conditions and due to great and beneficial inventions.
We got along at one time, as I said this morning, with the old
dirt road. The antomobile came. A new invention, one of the
greatest in its beneficial effect upon humanity and upon busi-
ness and commerce that has ever been discovered by man,
came along and revolutionized the situation from one end of
the country to the other,

The States at once thought it was necessary for them to get
out of the old ways and discard the mud roads and build these
magnificent concrete roads that we now have, costing from
$36,000 to $40,000 a mile. Then they have entered upon that
program with a spirit worthy of the advanced position of the
American people, and in a few years they have accomplished
marvels. They are still in the work of girding this conntry
from one end fo the other with magnificent hurd-surfaced roads
in order to meet the demands of commerce and travel and trans-
portation.

Mr. President, the States have had to build, the counties have
had to build, the cities and towns have had to pave, and the
burden of expense that has been thrown upon the property of
the taxpayer, whether it be real or personal property, has been
enormous and therefore the States have been casting about to
find some means of supplementing their revenues in the interest
of their heavily burdened taxpavers. If the $10,000,000 in
taxes be collected or if we impose a flat tax that would raise
$110,000,000 without any contribution to the State, it wonld
give scarcely any benefit in the reduction of taxes. It would
not benefit the 100,000,000 people who pay divectly practically
no taxes to the Federal Government under the internal revenue
system. It will not benefit them. It will not aelp reduce their
ad valorem burden of taxation.

But suppose we transfer this source of taxation to the States
and make it possible for the States to increase their levies, to
double them—I believe in less than five years we will find that
the amount collected by the States will be double what it is
now—who would get the benefit of that? It will go right
straight down the line. It will reach and reduce the taxes on
every acre of land, the tax on the humblest residence, the tax
on the merchant who is struggling to make a living ont of his
business and support his wife and children, the tax upon the
laboring man, upon the farmer, and upon all the 100,000,000
of people. Just to the extent that the States get thelr revenue
out of the inheritance tax, just to that extent will the ad
valorem tax upon the property of these 100,000,000 taxpayers be
reduced.

Mr. NORRIS obtained the floor.
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Mr. HEFLIN. Wil the Senator yield?

AMr. NORRIS. I yield to the Senator from Alabama.

Mr. HEFLIN., I wondered if the unanimous-consent re-
quest could not be submitted now so that Senators may know
just what iz going to happen.

Mr. NORRIS. I have no gbjection,

Mr. SMOOT. Will the Senator yleld to me?

Mr. NORRIS. 1 yield to the Senator from Utah.

Mr. SMOOT. I send to the desk a proposed unan‘mous-con-
sent agreement.

The VICE PRESIDENT. The clerk will read it.

The Chief Clerk read as follows : g

It is agreed, by unanimous consent, that on the calendar day
of Wednesday, February 10, 1926, at 4 o'clock p. m., the Senate will
proceed to vote, without further debate, upon Title I1I—Estate tax
and all amendments thereto.

The VICE PRESIDENT. Is there objection?

Mr. BLEASE. I object.

The VICE PRESIDENT. The Senator from South Carolina
objects.

Mr. WATSON.
will not object,

Mr. BLEASE. Yes, sir; I object. We lhad enough of that
vesterday. I do not want to get canght any more. One time
is enough for me.

Mr. WATRON. The gituation is this, T will say to the
Senator: The members of the commitfee who have the bill
in charge on both sides, including the Senator from North
Carclina [Mr. Simymoxs],.the ranking Democratic member of
the committee, and the other Demoeratic members of the com-
mittee, together with the Republican members of the committee,
all have agreed that this vote shall be taken at 4 o'clock to-
MOTTOW,

The Senator from Nebraska [Mr. Norris] is a party to that
agreement, as is the Senator from Michigan [Mr. Covzexs].
Everybody has agreed to it, and I trust that in the interest ol
progress and orderly procedure my friend from South Carolina
will withdraw his objection; otherwise, I will say to the Sen-
ator, we will be compelled to go on here to-night and remain
in session for several hours longer, when there is really no
oceasion for it, and when we can all get away and have a good
night's rest and come back td-morrow refreshed.

Mr. KING. My, President, will the Senator yleld?

Mr. WATSON. Yes.

Mr. NORRIS. 1 yield to the Senator from Utah.

Mr. WATSON. 1 heg the pardon of the Sepator from Ne-
braska ; I overlooked the fact for the moment that he has the
floor.

Mr. KING. T was about to join in the appeal which was
made by the Senator from Indiana.

Mr, JONES of Washington. Mr. President——

The VICE PRESIDENT. Does the Senator from Nebraska
yield to the Senator from Washington?

Mr. NORRIS., I yield.

Mr. JONES of Washington. While this matter is being ad-
justed, I merely wish to ask unanimous consent that T may
have inserted in the Recorp chapier 119 of the Session Laws
of the State of Washington, 1923, which I think justifies me in
voting for the committee amendment. It shows that our in-
heritance tax in that State goes up as high as 40 per cent. I
ask that the chapter referred to may be inserted in the Recorb,
and then 1 shall take no more time on the amendment.

The VICE PRESIDENT. Without objection, it is so ordered.

The matter referred to is as follows:

[Session Laws of Washington, 1923]
CaarTee 119
INHERITANCE TAX

Ap act (8. B, 164) relating to taxation of inheritances and amwnding
seetion 11202 of Remington’s Complled Statutes

Be it enucted by the Legislaiure of the State of Washington:

Kecriox 1, That section 11202 of Remington’s Complled Statutes be
amended (o read as follows:

“8EC. 11202, The Inheritance tax shall be Imposed on all estates
subject to the operation of this and other Inheritance tax acts of the
State of Washington at the following rates:

“1f pussing to or for the use of a father, mother, hushand, wife,
lineal descendant, adopted child, or lineal descendant of an adopted
chilil the tax shall be 1 per cent of any value not exceeding $50,000;
2 per cent of any value in excess of $50,000 and not exceeding $100,-
000 : 3 per cent of any value in excess of $§100,000 and not exceeding
$150,000; 4 per cent of any value in excess of $150,000 and not ex-
ceeding $200,000; 5 per cent of any value In excess of $200,000 and
not exceeding $300,000; 7 per cent of any value in excess of $300,000

I trust the Senator from South Carolina
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and not exceeding $500,000; 10 per cent of any value exceeding
£500,000 : Provided, however, That in the above cases $10,000 of the
net value of any estate shall be exempt from such duty or tax.

“1f passing to or for the use of a sister, brother, uncle, aunt,
nephew, or niece the tax shall be 5 per cent of any value not exceeding
£50,000 ; 8 per cent of any value in excess of $50,000 and not exceading
$100,000; 8 per cent of any value in excess of $100,000 and not ex-
ceeding $150,000; 10 per cent of any value in excess of §150,000 and
not.exceeding $200,000; 12 per cent of any value ln excess of $200,000
and not exceeding $300,000; 15 per cent of any value In excess of
$300,000 and not exceeding $500,000; 20 per cent of any value in
excess of $500,000,

“1f passing to or for the use of collateral heirs beyond the third
degree of relationship or to strangers to the blood, the tax shall be
10 per cent of any value not exceeding $30,000; 12 per cent of any
value in excess of $50,000 and not exceeding $100,000; 15 per cent
of any value in excess of $100,000 and not exceeding $130,000; 20
per cent of any value in excess of $150,000 and not exceeding $200,000 ;
25 per cent of any value in excess of $200,000 and not exceeding

300,000 ; 30 per cent of any value In excess of $300,000 and not ex-
ceeding $500,000; 40 per cent of any value in excess of $300,000,

“ Passedl the senate February 13, 1923,

“ Passed the house March 2, 1923,

“ Approved by the governor March 15, 1923.”

Mr. SMOOT. Mr. President:

Mr. NORRIS. I yield to the Senator from Utah.

Mr. SMOOT. Mr. President, I ask again that the unanimous-
consent agreement which 1 proposed a few minutes ago be
entered into. I hope there will be no objection to the request
this time.

The VICE PRESIDENT. Is there objection?

Mr. SMOOT. 1 will say to the Senator from South OUarolina
[Mr. Bigase] that I am renewing my request for unanimous
consent. Does the Senator insist upon his objection to it?

Mr. BLEASE. I will agree to it, so far as I am concerned,
with an understanding. I do not want to make a speech, and
do not expect to do so, but I do not like the way some Senators
were treated here® yesterday. I belleve in a fair deal for every-

body, It does not make any difference who he is. If he be the
blackest nigger in the world, give him a fair deal. I will with-

draw my objection with the understanding that if the Senator
from Nebraska [Mr. Norris] wants an hour to speak on this
subject between 2 and 4 o'clock to-morrow he may be allowed to
do so.

Mr. SMOOT. Certainly.

Mr. SIMMONS. We will agree to that,

Mr. NORRIS. Let me say to the Senator from South Caro-
lina that at the time the proposition was submitted I had the
floor, and I suppose should we take a recess now when we con-
vene I would still have the floor.. 3

Mr. SMOOT. That is the understanding.

Mr. NORRIS. I do not want, however, to have any mis-
understanding, I do not think I shall speak for more than an
hour, but I may. I do not want to keep any other Senator
from speaking. I, myself, would not agree to thls proposition
if T thought that any Senator would be prevented from speak-
ing who wants to speak. I should like to make rather an ex-
tended speech on this question.

Mr. HEFLIN. The Senator will have five hours, from 11 to
4 o'clock to-morrow. ;

Mr, NORRIS. I have made all the inquiry I ean, and I do
not think there will be any doubt whatever but that there will
be time for everybody; I would not consent to the agreement
under any other circumstances; but if the agreement is en-
tered into now I will say to my frlend from South Carolina
that, from the parlinmentary standpoint, I have the floor and
will have the floor when we convene ngain.

Mr. KING. And the Senator ean talk as long as he desires.

Mr. BLEASH. With that understanding, I do not object.
As I have sald, I do not want to make a speech on the ques-
tion; I do not expect to do so; but for the five years I have
left here I do not expect to submit to any unanimous-consent
agreement that will subject any Senator on this floor to the
treatment that the Senator from Michigan [Mr, Couvzexs] re-
ceived on yesterday.

The VICE PRESIDENT. Is there objection? The Chair
hears none, and the unanimous-consent agreement is entered
into.

RECESS

Mr. SMOOT. I move that the Senate take a recess until 11
o'clock to-morrow.

The motion was agreed to; and (at 6 o'clock and 20 minutes
p. m.) the Senate took a recess untll to-morrow, Wednesday,
February 10, 1926, at 11 o'clock a. m.




		Superintendent of Documents
	2017-09-11T17:44:26-0400
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




